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Credit facts are gathered from original sources by Credit Interchange, 
for tabulation in Credit Interchange Reports. These reports are 
up-to-date—mnever permitted to be otherwise... They are accurate— 
not opinions or guesswork, but facts from the ledgers of suppliers... 
They are comprehensive—from all markets and all types of industry 
... They are economical — because Credit Interchange is a non-profit 
organization owned and controlled by the Credit Executives themselves. 
Your judgment can be no better than the information 
“or on which it is based. Get the facts—through Credit 


Interchange... For detailed information (no obligation) 


ask the Bureau serving your area, or write 


nse.u.s earn Credit Interchange Bureaus 
eicambadenes NATIONAL ASSOCIATION of CREDIT MEN 


cities. 


| «CLS 4 Paul Brown Building ... ST. LOUIS I, MO. 








RS 


AND FINANCIAL MANAGEMENT 





This Above All (Editorial) .............. Henry H. Heimann 2 
VOLUME 48, NO. 10 
How to Fight Inflation CED Research and Policy Committee 4 


Official Publication of National 


Our Economic Future ....:............:. Tyler T. Harrison 5 
Association of Credit Men 
canes eink Scientific Credit Control ..............,.. Fred D. Paterson 7 
Philadelphia 23, Pa. 
ni Dai Analyzing 1946 Statements ................ W. Donald Eck 9 
New York 16, N. Y. 
ew ee ees oS a aay elas aiuaie earl ll 
Editor and Manager 
Richard G. Tobin Helping Small Business .................... Carl M. Flora 12 
Associate Editor 
Leslie E. Jones Credit for Small Business ................ Robert M. Hanes 13 
Fae means el Demens . 5. 5 on ke cc hc vee cies Wm. C. North 16 
Advertising Representatives 
Carl A. Larson : 
sii tiiaiiiailies NNT ies 24 
254 West 31st St. 
New York 1. N. ¥. National Officers, Directors and Committees .............. 28 
Telephone PEnn 6-9049 ‘ 
The Credit Executive’s Library .............. Carl D. Smith 31 
ESTABLISHED 1898 
Re Rie an i ce a ho ee 33 





Published on the first of each month by the National Association of Credit Men, 1309 ae Street, Philadelphia 23, ee. eee 
as second class matter December 22, 1933, at the Post Office at Philadelphia, Pa., under the Act of “March 8, 1879. — oe prise 

per year, 25¢ per copy; an $3.50; all other countries, $4.00 postpaid. Copyright, 1948. National Association a 
National Association of Men ‘responsible only for official Association and announcements ~~~. 





This above all - = = 


Too frequently the privileges and blessings we enjoy under a representative 
By form of government are unappreciated. The rights which have been ours 
from birth are accepted in routine fashion, in fact sometimes rather indiffer- 
ently, for we have known no other way of life. Yet some of those who have gone 
before us have died, or suffered untold privations, that we of this generation 
might have these very rights. -v 


One of the sacred rights of an American is his right to vote. In the seckecy of 
a voting booth he can cast his vote without fear; and his vote carries as much 
weight as that of any other citizen of the nation. Because this privilege has been 


hereditary it has not been exercised as generally as it should. 


In November once again there is an opportunity for you to pass judgment on 
the men and women who aspire to govern you. It is your vote; nobody but you 
may Cast it. 


Voting is a duty you should not shirk. It is a responsibility you owe not only 
to yourself, your children, your grand-children, but to all posterity. It is more 
than that; it is an evidence of your respect and gratitude to those who were will- 
ing to shed their blood and gave their lives that you might have the right to vote 
as a free citizen. 


As a free citizen you have a right to criticize your government; but to do so 
and still fail in your duties on Election Day is morally deceitful. The most im- 
portant thing confronting you today is to vote. Keep the faith. 


a 
HENRY H. HEIMANN, 
EXECUTIVE MANAGER 
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The 
orothy 
House 


UINCY, MASSACHUSETTS lays claim to a 
Q great share of famous American 
homes, and amongst these are the many 
mansions that housed a long line of Quincy 
and Adams families. Probably the most in- 
teresting and colorful of all those occupied 
by the numerous Quincy groups is the one 
bearing the familiar name of “Dorothy Q.” 

‘About 1635, the ancestor of 
all the Dorothy Q’s, Edmund 
Quincy, together with William 
Coddington, was granted a 
large tract of land on which the 
latter immediately built a farm- 
house. Upon Coddington’s 
death, Edmund bought this 
house, and with his wealth and 
retinue of servants it became a 
house of great pretentiousness. 
Soon after her husband’s death, 
Judith Quincy married Moses 
Paine and she and her family 
took possession. 

In 1705, Edmund Quincy II, . 
who had fallen heir to the estate, 

built a new house around the old farmhouse. 
Because of the Coddington portion, which 
makes it one of the oldest houses in New 
England, and because of its secret chambers 
and underground passages and its historic 
associations, it is one of America’s least 





The living room, showing French wall paper imported especially 
f fobn Hancock 


for the wedding of Dorothy Q and 


John Hancock 


known but most unique 
homes of Colonial times. 

’ Of the four ‘Dorothy 
Q’s” who were either born 
in the house or came there as 
brides, more romance is con- 
nected with Dorothy the sec- 
ond, and Dorothy the third 
than with either of the 
others. The former of these 
was ably described by Oliver 
Wendell Holmes in his fa- 
mous poem entitled “Dorothy Q.” 

The third Dorothy married John Han- 
cock who had fallen heir to a great fortune 
in 1764. Hancock, who was a bitter enemy 
of England, was elected president of the 
first Provincial Congress in 1774. His great 
wealth and political astute- 
ness made him invaluable 
to the American cause and 
he was elected president of 
the Continental Congress 
where he served until 
1779. He is often referred 
to as the signer of the Dec- 
laration of Independence 
whose conspicuous signa- 
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ture “could be read without spectacles.” 

His marriage to Dorothy was a very ro- 
mantic affair. A few days before the wed- 
ding was scheduled to take place in the 
Quincy house, which had been completely 
refurnished for the occasion, the Revolution 
broke out and the future husband was 
forced to flee to Lexington, where he was 
later joined by Dorothy and Madam 
Quincy, his aunt. A lovers’ quarrel broke 
out because Hancock would not permit 
Dorothy to return to Boston. In the midst 
of this quarrel, the trio was forced to flee 
again, and Dorothy went to Fairfield, Conn. 
There she met Aaron Burr who became such 
an ardent suitor that Madam Quincy be- 
came alarmed and sent word to her nephew. 
In spite of Hancock’s protestations of un- 
dying love, Dorothy continued her flirtation 
with Burr. And it was not until a second and 
more alarming plea reached him from his 
aunt that Hancock hurried to Fairfield 
where he and Dorothy Q were finally mar- 
ried on August 28, 1775. 

The Home, through its agents and bro- 
kers, is America’s leading insurance protec- 
tor of American Homes and the Homes of 
American Industry. 


* THE HOME « 
Sreswrance 


NEW YORK 


Company 


MARINE INSURANCE 





HOW TO FIGHT INFLATION 


A Statement On National Policy 


ent inflatory trend 

United States will mount to 

grave proportions. Shortages 
persist everywhere. Our produc- 
tion performance has not been as 
good as it might have been. There 
are concentrated in 1946 not only 
the “normal” demand of 1946 but 
also part of the demand of 1942- 
1945, pent up during the war, and 
part of the demand of future years, 
which businesses and consumers of 
every nation of the world are try- 
ing to satisfy now. The sum of these 
demands exceeds the present or 
prospective supply of goods. 

We speak of serious, accelerating 
inflation as a danger. It is not a 
certainty; we may escape it. But 
it would be foolhardy to depend on 
good fortune alone to bring us 
through this crucial period un- 
scathed. 

Our national performance, the 
manner in which we handle these 
problems, is important not only to 
ourselves but also to men and 
women in every part of the world. 
American production is the most 
important factor in world recon- 
struction. American financial sta- 
bility is the most important factor 
in recreating a peaceful trading 
world. If we fail to discharge the 
unusual responsibilities which we 
have earned by our performance in 
war, we shall lose our leadership in 
peace. 


= There is danger that the pres- 
. 


All Must Help 


Any effective program to arrest 
or moderate the present inflationary 
trend will be many-sided and will 
require the active support of all sec- 
tors of the community—business, 
labor, agriculture, consumers, fed- 
eral, state and local governments. 
The inflatory threat must be com- 
bated with more production and 
less spending—more work and more 
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by THE RESEARCH AND 
POLICY COMMITTEE 


Committee for Economic Development 
New York 
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restraint. These are efforts to which 
everyone who works or spends can 
contribute. This policy statement 
is concerned largely with what the 
Federal Government can do, but 
not because Federal action alone 
would be sufficient or even more 
important than action by other 
groups. The contribution that indi- 
viduals in their private capacity can 
make to more production and less 
spending depends upon their own 
particular circumstances and can- 
not be prescribed from any central 
source. 

The length to which Federal ac- 
tion must go in fighting inflation 
will depend upon how well each of 
us discharges our individual re- 
sponsibilities. If as consumers, busi- 
nessmen, farmers or workers we 
now embark upon a spree of spend- 
ing and price and wage increases, 
the alternative to runaway inflation 
must include at least stringent cur- 
tailment of government services, 
severe credit restriction and steep 
boosts in tax rates. 


Seven Elements 


We list here the essential elements 
in a program to curb inflation, start- 
ing with what is generally agreed to 
be the most important and desirable 
step—the expansion of production: 

1. Efforts of management, labor 
and government to increase produc- 
tivity. Maladjustments in the flow 
of materials, industrial disputes and 
distortions in the wage and price 
structure have reduced the efficiency 
of production since V-J Day in 
many industries. notably manufac- 


turing. There is now an oppor 
tunity to increase productivity per 
man-management-machine-hour at a 
rate far beyond the normal rate of 
growth. Better pricing and better 
allocation of materials will likewise 
increase the efficiency of produc- 
tion. High productivity, which 
cuts unit costs and increases supplies 
in relation to demand, can make the 
major contribution to moderating 
inflation. 

2. Restraint by individuals, act- 
ing singly or collectively in rats- 
ing prices, wages and salaries, in 
recognition to the common interest 
in avoiding a wage-cost-price spiral. 

3. Restraint by individuals and 
businesses in making deferrable ex- 
penditures at the present time. 

4. Restraint by state and local 
governments in .making expendi- 
tures not urgently needed nor. 
Many states accumulated surplus 
funds during the war. Since’ V-J 
Day there has been a general ten- 
dency to use these funds, especially 
for public works, for veterans’ bene- 
fits and tax reduction. Such poli- 
cies contribute a serious addition to 
the general inflationary pressures. 
Wherever possible, expenditures for 
public works, cash payments to vet- 
erans and tax reductions should be 
deferred. 

5. A.moneiary policy to help 
prevent further expansion of ex- 
pendable funds in the hands of the 
public. . 

6. A vigorous campaign on the 
part of the Treasury to sell, and 
keep sold, Series E and F bonds 


- of small denominations. 


7. A vigorous policy to reduce 
Federal expenditures and maintain 
sufficient revenues to yield a large 
excess of receipts over expenditures 
in the fiscal year ending June 30), 
1947. 


The Federal Government can re 
(Continued on page 17) 
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OUR ECONOMIC FUTURE 


Production Is The Answer to Inflation 


and have been to each of us 

matters of great concern. In 

a recent talk before the Dallas 
Wholesale Credit Managers’ Asso- 
ciation, which was published in the 
July issue of “Credit and Financial 
Management,” I pointed out some 
of the blacker aspects of our national 
economic trends. Today, I would 
like to look on the brighter side in 
which lies the only hope for the 
financial salvation of the 130 million 
people of this nation. 


“ The uncertainties of today are 
iw 


Public Alarmed 


The inflationary spiral created by 
the sudden termination of the O. P. 
A. has caused a panic among no 
small segment of the buying public. 
Even the reestablishing of certain 
controls has not served to dispel this 
feeling of impending financial disas- 
ter. The situation, from my view- 
point however, is not nearly so black 
as some would paint it. True, prices 
are steadily on the increase; true, 
we seem to be heading for a not too 
long delayed economic catastrophe ; 
true, long term financial security 
seems the unanswerable question, 
but, there should still be hope and 
planning to avoid this chaos. The 
only people who are ever seriously 
hurt by anything are those who do 
not know or those who know and 
close their eyes, planning no means 
of escape. Knowing as we do what 
may come, we must set about the 
task of channeling these forces to 
our own ends, directing them as we 
would have them go. Must a nation 
who can promise and give freedom 
to the masses, who can gird for in- 
ternational conflict and win, be tossed 
about in economic chaos which denies 
to its people the enjoyment of those 
very purposes for which it was 





_ * From an address delivered before the Build- 
ing Material Group of the Southwestern Re- 
gional Credit Conference in Houston, Texas, 
on September 20, 1946. 


nm 
*by TYLER T. HARRISON, CPA 


Manager, Credits and Accounting 
MOSHER STEEL COMPANY 
Dallas 


—————————— TT 


founded? Must we forget or run 
roughshod, unthinking, over the ideal 
guaranteed by the Constitution of 
“life, liberty, and the pursuit of hap- 
piness?” Was this merely the gib- 
berish of dreamers who lived in a 
world of what were then considered 
new horizons, or can we put mean- 
ing into these words? Can we prove 
to the world that equality of oppor- 
tunity under a democratic system 
of government not only to one gen- 
eration but to all generations will 
work? That is not the question. 
Instead of “Can we?’”, I think we 
must ask ourselves, “Dare we fail!” 


The Profit Motive 


Returning to the effect of O. P. 
A.’s vacation previously mentioned, 
it does not seem that price increases 
are out of line with what could have 
been reasonably anticipated. In my 
opinion, should the death of price 
controls have been completely de- 
layed for another year, the situation 
would have been no different. Busi- 
ness, having been tied down as it 
has, feels free to raise prices to ab- 
sorb operating losses and to encour- 
age production. The incentive of 
the American manufacturer to pro- 
duce is PROFIT. This‘ denied, he 
loses enthusiasm and hence produc- 
tion is lowered. This condition of 
high prices can well adjust itself. It 
cannot be denied that prices are 
higher than prewar; so are wages. 
There is an old economic law of 
“diminishing returns” which will 
cause adjustment of prices if but al- 
lowed a few months of free opera- 
to produce creates enthusiasm be- 
tion. 
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Shortage of Production 


We have all heard of the bottle- 
necks of production — Material 
Shortages and Unionized Labor. Do 
we deceive ourselves into believing 
that in general we are short of the 
basic materials of manufacture in 
their raw and unprocessed state? 
I think not. The shortage does not 
lie here—It rests rather in the in- 
ability of man to produce, to con- 
vert these raw materials into the 
implements of our economy. We 
must induce man—that is labor—to 
produce! Think with me, if you 
will, of organized labor—not as a 
mass of communistic humanity, but 
simply as a group of men like our- 
selves. Think of the one man, the in- 
tegral part of labor, and not of the 
whole. When we have induced pro- 
duction in him, we shall have ac- 
complished it for all. How then 
shall we do it? 

It would seem that the answer 
lies, among other things, in (1) in- 
centive plans (2) replacing our old 
plan of seniority with one that recog- 
nizes ability and skill, and (3) in 
giving labor which is organized cor- 
responding responsibilities as man- 
agement. These are both practical 
and necessary. Labor today wants 
opportunity, security, and incentive. 
If we can effect these for the work- 
ingman, we shall have solved our 
problem of supply. 


Incentives 


Incentive plans have in many 
instances proven most successful. 
There are scores of these and none 
need be mentioned here. Suffice it 
to say that the desire of every man 
is to make money to provide the ne- 
cessities and some of the luxuries 
of life. The adoption of incentives 
cause it makes the worker become a 
to produce creates enthusiasm, be- 
part of the larger unit—the Com- 
pany. 





The major failing in incentive 
plans has been the failure to place 
emphasis on cheaper as well as 
more production. When cost con- 
trols can be tied to higher produc- 
tion by the sharing of the fruits of 
that labor and of that saving in 
cost, we shall have gone a long way 
in the solution of labor ills of today. 
We shall have provided opportunity 
to make more money for doing more 
work. We shall have induced and 
not forced American labor to pro- 
duce. 


Seniority and Ability 


One other word on incentive. It 

is high time American management 
begins to recognize ability and skill. 
The old idea of seniority must go. 
Experience is a good teacher, but it 
can never replace ability. Those 
having ability and skill feel thwarted 
when confronted with promotions in 
position and wages based solely on 
seniority. The premium must be 
on knowing how and being able to 
do the job rather than length of 
service. 
- In further solution of the prob- 
lem of supply, we must induce capi- 
tal to risk, to gamble. This can be 
accomplished if do not allow the 
temporary setbacks of a recession to 
cloud our thinking and dispose of 
our confidence. Once a sensible 
solution is found and worked into 
the labor situation, capital can once 
again proceed to invest in new 
plants and new ventures. We must 
get away from the ideas of subsi- 
dies for the manufacturer, of doles 
like W. P. A. for the laborer, and 
of Civil Service jobs for the white 
collar man. We must learn that the 
capitalistic system of free enterprise 
is one of give and not get. The 
basis of our American economic sys- 
tem has long been to earn one’s in- 
come rather than having a redis- 
tribution of wealth based on the 
“Gift Psychology.” 


“Under-Demand”’ 


The production theories of creat- 
ing too much or of reaching the 
saturation point are all well-founded. 
The course of events has determined 
throughout the years that there can 
be oversupply, but, this, too, can be 
remedied if we but approach the 
problem sensibly. Most of you will 
probably agree that neither you nor 
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I have ever seen too much of a 
given commodity. True, we have 
seen an overabundance based on cur- 
rent demand, if we use the term 
“demand” to mean the desire plus 
the ability to pay. But we have 
never seen an oversupply for the 
demand created by the masses who 
lack paying ability. The problem 
then is provision of means of creat- 
ing purchasing power. This can 
only be done by making available 
more capital to the low income 
groups in order that they may buy. 
Production itself on an expanded 
basis creates jobs which themselves 
create capital for the purchase of 
products. Our failing in this line 
of thought has long been the idea 
of employing more people in mak- 
ing a product, thus increasing its 
cost, instead of making more pro- 
ducts with high efficiency, thus re- 
ducing cost, thus creating a greater 
and greater demand. The higher 
we as a nation, for that matter, we 
as a world can rise our income in 
direct relationship to production 
and not to high cost, the better will 
be our economic outlook. 


Greater Horizons Always Ahead 


New ideas of services and luxury 
items must be found in order to 
broaden further the horizons of de- 
mand in order to continue produc- 
tive supply, and thus loosen the 
strangulation limit we have placed 
on our basic economy. From where 
are these to come? From the Bells, 
the Fultons, the Fords, the Chrys- 
lers, the young men of this genera- 
tion and posterity who dream 
dreams and have visions of better 
things to come. American economy 
has not matured. It will never ma- 
ture as long as the American people 
do not force it into old age by “old- 
fogey”’ ideas. Greater horizons are 
just ahead always. Look at the 
medical field and its progress in 
saving human lives. There is still 
much to be done there—there is 
still much to be done in the financial 
world. We are but the embryo of 
the financial and economic child to 
come if we can but adjust our think- 
ing away from a defeatist attitude 
toward a confident approach to to- 
morrow. 

The major cause of every de- 
pression has been the panic of the 
masses—the fear to buy when the 
goods and capital are available. It 


has been said that the thirst which 


exists when the well is full is the 


thirst that is unquenchable. Once 
we have conquered fear, we can 
approach tomorrow confident in our 
economic success, enthusiastically 
watching the dawn of a new era for 
America and for the world. Franklin 
Delano Roosevelt spoke for pos- 
terity when he so ably said, “The 
only thing we have to fear is fear 
itself.” A return to the basic con- 
ceptions upon which this nation was 
founded will be our greatest at- 
tribute in facing the future. The re- 
awakening within our own people 
of courage and confidence is Amer- 
ica’s answer to depression and eco- 
nomic ruin. Let us then strive for 
this purpose in order that those who 
come after us may be blessed with 
the fruits of freedom, both social and 
economic. The time to start is now! 


Program and Procedure of CED 
Research and Policy Committee 


The Trustees of the Committee for 
Economic Development established the 
Research and Policy Committee “to initi- 
ate studies into the principles of business 
policy and of public policy which will 
foster the full contribution by industry 
and commerce to the attainment and 
maintenance of high and secure stand- 
ards of living for people in all walks of 
life through maximum employment and 
high productivity in the domestic econ- 
omy.” (From CED By-Laws.) 

CED’s Research and Policy Commit- 
tee of businessmen assigns questions for 
study to qualified scholars, drawn largely 
from leading universities. Under the 
By-Laws “all research is to be thor- 
oughly objective in character and the ap- 
proach in each instance is to be from 
the standpoint of the general welfare and 
not from that of any special political or 
economic group.” (From CED By-Laws.) 

Statements on National Policy are is- 
sued by the businessmen of the Research 
and Policy Committee. These Statements 
are based on thorough study and discus- 
sion of relevant material including the 
research monographs. 

Neither the Statement on National 
Policy nor any other Statement by the 
CED Research and Policy Committee 
claims either indirectly or by inference 
to represent the views of the Trustees or 
of the businessmen and others throughout 
the country who are affiliated with CED. 
Up to the date of the receipt of this ar- 
ticle, they have not participated in the 
background discussion between business- 
men and economists leading toward the 
development of the Statements. 

Statements on National Policy are of- 
fered by the Research and Policy Com- 
mittee as an aid to clearer understand- 
ing of steps to be taken in reaching and 
maintaining high levels of productive em- 
ployment and a steadily rising standard of 
living. 
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SCIENTIFIC CREDIT CONTROL 
There Is No Room For “Hit and Miss” Methods 


Control” as a topic, I do not 

set myself up as an expert or 

authority on the subject, but 
hope that the points of view ex- 
pressed in discussion may induce 
thought processes. These thought 
processes, I hope, will lead to fur- 
ther discussion by members of the 
Credit fraternity, and ultimately lead 
to another aspect of sound credit 
granting through development of 
sound credit policies. by scientific 
methods. 

The subject of Scientific Credit 
Control is so broad that one could 
hardly attempt to do justice to the 
subject even in a much longer ar- 
ticle. Therefore, my remarks are 
intended to skim the surface and 
touch particularly on only one spe- 
cific aspect of the subject. 


= In discussing “Scientific Credit 
& 


Advanced Thinking Needed 


If we as Credit Men expect to 
take the place in management to 
which we believe we are entitled, 
we must contribute as much ad- 
vanced thinking as possible on all 
matters which affect the Credit De- 
partment of our company. ... This 
means we must assist in the formu- 
lation of our company’s policies. ... 

The policies of your company are 
finally approved by top management 
before they become effective, but 
before any sound policy may be de- 
cided upon, a great deal of research 
is required, and it is in this sphere 
that the Credit Manager can con- 
tribute his share to policy-making 
if he has studied the facts and sta- 
tistics which he has at his disposal. 
We hear a great deal these days 
about personnel relations, customers’ 
relations, public relations. But prob- 
ably the most important to the 
Credit Man is that of customers’ re- 
lations, and the story of customers’ 
relations is recorded statistically in 
vour Accounts Receivable ledger. 


y—_____ 7 
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General Credit Manager 
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The facts contained there, scientific- 
ally analysed, become alive and full 
of significance. Moreover, the sig- 
nificance extends far beyond the 
horizon of your particular responsi- 
bilities, and give you an enlightened 
approach which will stand you in 
good stead while discussing com- 
pany policies. 

In a recent publication, a large or- 
ganization in the drug-toiletry field 
revealed the fact that they were aim- 
ing at increased sales through selec- 
tive distribution. This is to be ac- 
complished by dropping 2,700 of 
their New York Drug accounts, and 
leaving 1,300 dealers to do the job 
which was formerly done by 4,000 
dealers. In order to do this, the 
Sales Department and the Credit 
Department of that organization had 
to screen their accounts judging the 
customer, after an intensive survey, 
as to location, traffic, credit respon- 
sibility, etc., and then present their 
findings to management. You can 
observe from this that the policy de- 
cided upon by the management of 
this concern after evaluating these 
facts had a tremendous bearing, not 
only in the sales end of the busi- 
ness, but in that of credit as well. 
In the latter instance greater credit 
accommodation had to be granted to 
fewer accounts in order to obtain 
the increased volume. Nevertheless, 
after a scientific survey had been 
completed, it was decided that a 
better and more effective job could 
be done through fewer outlets under 
a controlled plan. It must also be 
assumed that this concern arrived 


CREDIT AND FINANCIAL MANAGEMENT, October, 1946 


at the conclusion that it was eco- 
nomically unsound to carry the other 
2,700 outlets on their books. The 
job which this Sales Organization 
has set for itself is not one of de- 
veloping new accounts from day to 
day, but one of building up scientif- 
ically selected customers who, with 
the right type of merchandising as- 
sistance, will concentrate on selling 
this line and build up a worthwhile 
and profitable sales volume. 

Controlled selling and controlled 
classification of type of customer 
outlet is considered a big factor here. 

When we in the Credit Depart- 
ment speak of control of credit, do 
we use the word “control” loosely, 
or do we actually control the flow of 
credit to a specific, predetermined 
destination, or do we merely pass 
on the credit if and when we are 
requested to do so? 

How does the average Credit Man 
handle his job? 


Sorting Accounts 


I would like you to consider this 
question carefully for. a moment 
and answer yourself as to whether 
you have a definitely defined method 
of judging your accounts and your 
prospective accounts from the stand- 
point of evaluating them against dis- 
tribution as a whole. 

What part do you play in placing 
the goods for sale on the right 
shelves ? 

Do you know the degree of safety 
or risk on your present distribution ? 

You may ask—‘How does the 
Production Department or the Sales 
Department handle its job?” The 
answer here on the surface anyway 
may be more clearly defined, be- 
cause these departments of the busi- 
ness-machine apparently handle 
something more tangible than the 
factors in that elusive thing called 
“Credit Distribution.” 

The Production Department, with 
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the right kind of material and with 
adequate labor supply, can go ahead 
and produce the product after learn- 
ing what the consumers want, con- 
trolling the various steps by super- 
vision in order to eliminate undue 
wastage. 

Likewise, the Sales Department 
with its aim toward disposing of 
the finished product, have studied 
markets, potential outlets, competi- 
tion, etc., and set up their sales 
quota and organization to do the 
job. 

The Credit Department must like- 
wise analyse its position. 


Credit and Sales 


The Credit Department can and 
should assist the Sales Department 
in helping channel the merchandise 
through the right type of dealers, 
distributors, manufacturers, etc. In 
order to do this intelligently, the 
Credit Manager should take part in 
the discussion of sales plans and 
promotional ideas. Most companies 
do not sell to an exclusive clientele, 
but rather aim for wide distribution. 
How are they to obtain this? 
Through first-class outlets only, or 
possibly first-class and some other 
classes as well. This is for man- 
agement to decide, but the Credit 
Department can, with _ statistical 
facts, assist management in reach- 
ing a sound decision by presenting 
a clear cut picture of what can be 
expected under certain ratios of dis- 
tribution. 

This brings me to the crux of my 
message . . . Is the Credit. policy 
undefined ? 

Does the Credit Manager just 
work on a hit or miss basis? 

Does he wait for the Sales Depart- 
ment to produce the order, then say 
“yes,” or “no,” or “maybe?” In 
other words, is Credit the first part 
of sales or the last? 


Study Necessary 


If the latter is the case, then your 
company is not receiving the full 
advantages of its Credit Department, 
because there is no scientific control 
of credit distribution under such a 
policy. 

Like the Sales Department, if 
market studies, etc., are necessary in 
order to plan a sound campaign, 
then studies are just as necessary by 
the Credit Department if they want 
to assist in guiding the Sales De- 


partment toward a successful goal of 
sound distribution. 

In order to do this, the Credit 
Manager must analyze his market 
—which is the customer’s accounts, 
utilizing as well the market studies 
of the Sales Department. 

One method of doing this is to 
have every customer and prospective 
customer’s account classified from a 
credit point of view as to stability of 
financial risk. 

If this is not done, your accept- 
ance of busines is being made, if not 
blindly, at least with blinders on. 
If this risk or that risk is acceptable, 
you have no measure as to the pro- 
portion of risk type which you have 
accepted overall, and this is really 
the important factor, because this is 
what affects the overall measure of 
the efficiency of your Department, 
and in the final analysis, the overall 
efficiency of your distribution pro- 
gram, because an unbalanced dis- 
tribution through weak and poor 
risk customers, will ultimately reflect 
itself in lower sales volume. An 
analysis from a regional sales mar- 
ket point of view and from a re- 
gional credit department point of 
view as well, will prove this. 


Analysis Pays Dividends 


Although an analysis of custom- 
ers’ accounts is a fairly big job and 
takes considerable time at first, in 
the long run it leaves the Credit 
Manager much more time to be 
utilized in the right places. For in- 
stance, it will give him more time to 
concentrate on building up the 
weaker account so that eventually it 
will be placed in a higher financial 
category where it will require less 
attention because the risk danger has 
been lowered, and because of its 
improved financial stability, will in 
all likelihood develop into a more 
important account saleswise. This 
is productive credit work, and un- 
like using the measuring stick of 
per cent of Bad Debts incurred, let 
us use the measure of constructive 
sales building through credit assist- 
ance and education. 


Classification 


One system of analysis which has 
been adopted, is to classify all cus- 
tomers’ accounts into three groups. 
using mercantile ratings as a stand- 
ard basis, for judging the financial 
stability of your customer. Of 


course where you have the custom- 
er’s statement of affairs before you, 
this should be used. 

The gradations used are: A—B— 
C; those graded 

A—being financially good, 

B—being financially fair, 

C—heing financially poor. 

There is no set rule as to decid- 
ing what account should be classified 
in the Ist, 2nd or 3rd category. 
That is a decision which each Credit 
Manager must make for himself, in 
advance of his survey. However, 
remember that in making your clas- 
sification you are dealing with facts 
and although admittedly character 
and capacity will have a great in- 
fluence in your final decision regard- 
ing extension of credit, this should 
not change the classification of an 
account for purposes of your survey. 


Charting Risks 


With this classification complete, 
the Credit Manager now has a com- 
posite picture of the “risk ratio” 
from the standpoint of “number of 
accounts.” The next step is to de- 
velop the picture to show the volume 
of business transacted by each risk 
category, and this information may 
then be condensed to chart form. 

With this fully developed picture 
before us in the form of a chart, 
we are now able to look upon the 
places where potential losses usually 
occur. Thus you are in the position 
of estimating within reasonable lim- 
its what losses may be expected on 
any given volume of business. But 
more important still, you are, 
through this classification of custom- 
ers’ accounts, able to see where your 
weaker risks lie, and by concentrat- 
ing on them, you can do a more 
productive job toward helping them 
gain a higher classification through 
sound council and business educa- 
tion. This in many cases will pro- 
duce increased sales for your com- 
pany’s products. 


Increase Business Life 


It has been authoritatively stated 
that the average life of a business 
is a little over five (5) years. If by 
successful administration the Credit 
Men of this country can increase 
this average life, a splendid job will 
have been done both for the com- 
pany, the community and the nation 
as a whole. 

(Continued on page 20) 
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ANALYZING 1946 STATEMENTS 
Survey Provides Measuring Stick for Credit Men 


year—it is a non-normal year 
in a double decade of non-nor- 
mal years. 

True, the valuation of financial 
statements is difficult, if not almost 
impossible, because satisfactory bases 
necessary for comparative analysis 
are lacking. 

In an effort to establish a reliable 
method of constructive interpreta- 
tion of financial statements, the opin- 
ion of experts was sought. Authori- 
ties in industry, banking, account- 
ancy, representatives of leading trade 
associations, and deans of university 
' staffs were contacted from one end 
of the country to the other. The con- 
sensus expressed is brought to you 
in this study. 


~ 1946 is not a normal business 
Vj 


Six Questions 


A letter in questionnaire form 
was submitted, containing six perti- 
nent questions, some containing sub- 
headings. The questions asked in the 
survey will be discussed in the order 
presented. Each question will be 
summarized as to replies and any 
unusual or informative statements 
will be given. The questionnaire was 
brief and contained a few salient 
points, which are of primary impor- 
tance. The replies and opinions ex- 
pressed were most gratifying. 


1. Do you believe current financial 
statements may be compared with 
non-war statements, with reliable 
results? 


Replies are 10 to 4 in the belief 
that certain current year statements 
may not be compared with non-war 
year statements, with reliable results. 
Industrial executives were unani- 
mous in their belief that reliable 
comparisons could be made, whereas 
public accountants were unanimous 
in saying that they could not be. 
Taking a middle-of-the-road opinion 
were banks who qualified their re- 
plies. One prominent Chicago bank 
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officer stated— 

“We have as yet received no fiscal 
audit report covering a full post-war 
year’s operations. Such current state- 
ments as we have seen, however, do, 
in my opinion, lend themselves to 
comparison with pre-war figures 
provided allowance is made for cer- 
tain abnormal conditions which have 
developed as the result of reconver- 
sion and strikes. Neither the war nor 
the post-war problems have, in any 
way, changed the relationships exist- 
ing between items appearing on the 
balance sheet or on the profit and 
loss statement.. It is suggested, for 
comparative purposes, that the items 
on both the balance sheet and the 
profit and loss statement be con- 
verted to percentages. If this is done, 
I believe it will be found that the 
statements are comparable.” 

From the replies it is apparent 
that the question is a controversial 
one. It should be borne in mind that 
many companies who actively en- 
gaged in war production presented 
statements that were not representa- 
tive. Most analysts of financial state- 
ments feel that a review should be 
made of prior war years to form an 
estimate of the business to be done 
in the future; caution is indicated, 
and conclusions should not be 
reached until all factors are reason- 
ably considered. 


Quick Assets 


2. In your opinion, do quick assets 
in current balance sheets represent 
reasonable debt paying potentials? 

All replies received were in the 
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affirmative. 

One prominent industrialist am- 
plified this question with this com- 
ment: “Quick assets in today’s bal- 
ance sheets should represent debt 
paying potentials because receivables 
generally should be as collectible 
today as at any time in our history.” 

A top national bank official had 
this to say: “Until recently the prin- 
cipal quick assets of war contractors 
have been termination claims. We 
find that these are being settled with 
reasonable promptness. Insofar as 
any receivables taken on post-war 
business, the paying record is 
excellent.” 

3. Inventory danger signals: 

(a) Do you find many companies 
with frozen inventories held from 
war stocks which might reasonably 
last from two to ten years? 

(b) Due to the lower 1946 tax 
rate, have you encountered com- 
panies which wrote off heavy inven- 
tories in 1945 and as a result are 
realizing disproportionately heavy 
profits during the current year? 

(c) Do you find that companies 
holding inventories with resultant 
storage and maintenance costs are 
properly allocating these costs? 

(d) In your opinion, will obso- 
lescence play an important part in 
inventories held in (a) and (c)? 


Many Points Raised 


All replies received indicate that 
no excessive or frozen inventories 
are being held which might reason- 
ably last for two to ten years. How- 
ever, there were several interesting 
discussions in connection with this 
point. 

(a) In Chicago one bank official 
had this to say: “We have found 
few companies with inventories held 
over from war stocks which might 
reasonably last for a period of years. 
One company with which we have 
had experience agreed to keep a 
substantial amount of raw material 
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in partial settlement of terminated 
war production contracts. It is 
conceivable that this material may 
last for many years. The price, how- 
ever, at which it was accepted, was 
favorable and places the company in 
a very strategic position at the 
present moment. I believe that 
there are not many instances where 
companies have taken on large 
stocks of inventory without knowing 
that these stocks can ultimately be 
absorbed without loss in the normal 
course of business. Here, as in so 
many other problems, sound man- 
agement must be depended upon to 
use proper judgment.” 

A finance company executive has 
responded : “Because of government 
controls imposed on critical mate- 
rials, very few companies had the 
opportunity of accumulating raw 
material stocks. In a certain few 
instances, some industries were in a 
position to take over war inventories 
which could be applied to civilian 
usages. Prudent management, how- 
ever, precludes the advisability of 
an over-accumulation of inventory.” 


No Heavy Profits 


(b) The responses to item (b) 
were 3 to 1 for “No.” On this topic 
two La Salle Street bank officials re- 
sponded as follows: The first re- 
plied: “It was the intent of the 
companies in writing off substantial 
inventories in 1945 that they would 
realize larger profits in 1946 under 
the new tax law. However, strikes 
and material shortages held down 
production and profits of the com- 
panies, at least in the heavy goods 
line, so far in 1946, have been lower 
than anticipated.” 

The second replied: “It is my 
opinion that any company which 
wrote off inventories in 1945, when 
tax rates were higher, showed sound 
judgment on the theory that while 
heavier profits will be realized dur- 
ing the current year, the tax rate 
is lower and the ultimate result will 
be more profitable.” 

(c) Responses to this were “Yes” 
2 to 1. Although a number of the 
replies didn’t carry an answer to this 
point which apparently indicated a 
lack of formalized opinion. 

A prominent New York City bank 
official states with respect to item 
“ce”: “We have not had much con- 
tact with this problem, but assume 
that more responsible companies who 
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have the advice ot outside account- 
ants are properly allocating their 
costs. ; 

(d) All answers except one were 
in the “affirmative” on this point. 

A Detroit bank official states: 
“The demand is great enough to 
work off most slow inventory.” 

A factoring company executive 
has replied: “In the cases where 
management decided to purchase ex- 
cessive inventories which would not 
be absorbed during a current year, an 
excellent reason for a heavy write- 
down of carrying cost was afforded. 
Consequently, these companies rec- 
ognized the possibility of future ob- 
solescence and wrote off all the traf- 
fic would bear for 1945.” 


Complete Amortization 


4. Certain companies, through the 
medium of certificates of non-neces- 
sity, have written off both war in- 
ventories and facilities. Which of the 
(3) methods indicated below have 
you observed to be used more often? 

(a) A reserve for amortization 
fully writing off the asset, thereby 
eliminating it from the financial 
statement, or 

(b) The setting up of a reserve 
showing the gross amount of the as- 
set offset by the reserve, or 

(c) By footnote on the balance 
sheet. 

Method used? (a).... (b). 
(Gases 

Responses to the foregoing ques- 
tion indicates that the great bulk of 
statements being reviewed by those 
questioned show facilities completely 
amortized with no mention of the 
facilities of the statement. 

About one-third of those replying 
indicate the statements they reviewed 
show a preponderance to method 
(b), which means that a gross 
amount of facilities are shown with 
no applicable reserve to make a cor- 
responding reduction. Only one re- 
ply indicated that statements had 
been reviewed showing a write-off of 
facilities. 

In spite of the foregoing replies, 
method (b) would still seem to be 
the most reliable method of record- 
ing reduction of facilities and giving 
a complete picture of the asset held 
and the amount of write-off shown 
as a reserve. This contention is 
supported ‘by public account firms 
who have indicated by their replies 
that method (b) was used in their 


audits. 


Prior Years’ Profits 


5. Do you find statements of non- 
necessity playing an important part 
in financial statement analysis with 
resultant adjustment of prior years’ 
profits and taxes? 

Replies were 2 to 1 in the affirma- 
tive. However, one prominent Cali- 
fornia industrialist had this to say: 
“The answer is yes with the larger 
manufacturing companies and no 
with selling organizations.” 

One Pittsburgh banker has this 
to say: “This depends upon the ex- 
tent to which the company acquired 
fixed assets under certificate. Where 
a large amount of facilities were ac- 
quired, the resultant accelerated de- 
preciation has resulted in important 
balance sheet adjustments in the 
improvement of working capital po- 
sition. I would say this is a more 


important element than the resultant 


profits and taxes.” 

A Chicago bank official had this 
to say: “While my answer to this 
question is “No,” there is a possibil- 
ity that in many instances a certifi- 
cate of non-necessity might require 
a substantial adjustment of pre- 
years’ profits and taxes, particularly 
if the charge-off were larger than 
the current year’s profits, or if per- 
mission had been granted to make 
the charge-off retroactive to a pre- 
vious year.” 

From the foregoing it would ap- 
pear that analysts of current date 
financial statements require more 
than ordinary insight into current 
operations. An open mind is needed 
and one should be constantly on the 
lookout for balance sheet changes 
and changes that may have taken 
place and are not a matter of record. 


Capital Stock Expansion 


6. Do you believe that the post- 
war period will support the greatly 
increased capital stock expansion of 
some companies? 

The replies to this question were, 
but for a few instances, categorically 
“Yes” or “No,” although of those 
that responded without further ex- 
planation, twice as many voted in 
the “affirmative” as against negative 
replies. 

Of particular interest is the fact 
that industrialists, without exception, 

(Continued on page 22) 
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INSURANCE TO VALUE 
All Policies Should Be Reviewed—Now! 


lars. Therefore, anything af- 

fecting the value of dollars af- 

fects insurance. Virtually 
everyone is aware of rising values, 
higher costs and the lower purchas- 
ing power of the dollar. Yet too 
few fully realize what this revolu- 
tion in value means in terms of 
insurance. Most business men keep 
a close watch on the @urrent values 
of raw materials, merchandise, ma- 
chinery and equipment, as such 
items are constantly being replaced, 
but often overlook the changing 
values of the buildings in which they 
are stored or used and apparently 
forget entirely the rising replace- 
ment costs of their own homes. 


- All insurance is based on dol- 
M 


Valuations Up 


The steel, the bricks, the concrete, 
the lumber, the plumbing and heat- 
ing, the electrical work, the roofing, 
the painting and decorating—all are 
individual items which must be pur- 
chased at the current market should 
the building or dwelling be de- 
stroyed or badly damaged. Each 
of these items required labor to cre- 
ate and requires additional labor to 
install. Labor costs are up and give 
every indication of going higher. 
Building cost indexes vary in dif- 
ferent sections of the country and 
between types of construction, but 
all of them reflect a sharp yearly 
rise. Policies based on values con- 
sidered adequate in January, 1941, 
should be increased by 25% to 
50% (depending on locality and 
type of construction) to bring them 
in line with present replacement 
costs and those considered adequate 
early in 1943 now lag by 15% to 
25%. Valuations of a year ago may 
be low by as much as 12%. 

In view of these facts, it is small 
wonder .that the most outstanding 
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condition found by fire insurance 
adjusters today is the lack of suff- 
cient insurance coverage. This is 
true not only as regards total losses 
but applies with equal force to par- 
tial losses under the co-insurance 
clause. A Co-insurance clause is, in 
effect, an agreement whereby the 
policyholder agrees to maintain his 
insurance up to a specified per- 
centage of insurance to value in con- 
sideration for which the insurance 
company agrees to charge a lower 
rate. If the insured fails to live up 
to his part of the agreement in full, 
any loss will be paid only to the ex- 
tent that he did comply with the 
agreement. In short, it is up to the 
policyholder to carry adequate lim- 
‘ts. For example, an owner who 
five years ago was adequately in- 
sured by a $5,000 policy under an 
80% co-insurance clause might well 
find that the present value of the 
building is $10,000 so that in the 
settlement of a $1,000 loss he would 
be entitled to receive only five- 


eights of $1,000, or $625. 


Not Only Fire Insurance 


Under-insurance applies with like 
force to virtually every line of in- 
surance. Jury awards are higher 
with the result that third party lia- 
bility claims which could be set- 
tled formerly in the $2,000 range 
now require $3,000, or more. 

Recently a large insurance com- 
pany made a tabulation of losses paid 
under the new residence and outside 
theft policy. Some thirty cases 
picked at random showed that the 
total value of property lost ex- 
ceeded $100,000. Although the in- 
surance company paid the full policy 
limit in each case, the total payments 
aggregated less than one-half of 
the value of the property lost. Even 
this is not the full measure of under- 
insurance because it does not in- 
clude value of property not stolen. 
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Many fidelity bonds are too low. 
Even under normal conditions far 
too ‘many losses exceed the bonds 
but today, with employees handling 
record amounts of money and the 
white collar class lagging behind in 
salary adjustments to the rising cost 
of living, there exists both the op- 
portunity and the incentive for mis- 
appropriation of funds. Virtually 
every bank in the country has ex- 
perienced a substantial rise in de- 
posits, number of accounts and 
transactions handled. 

Accident and health insurance 
which is designed to cover loss of 
earning power should be increased 
with rising wages and declining 
dollar value. Life insurance and 
annuities are vitally affected by de- 
preciation in the purchasing power 
of the dollar—assured will need 
more dollars to fulfill their programs 
for family protection, education and 
retirement. 

Thus all types of insurance should 
be reviewed in the light of present 
conditions — property insurance, 
third party liability insurance and 
personal insurance. In fact, about 
the only major line that is adjusted 
without the initiative, or at least 
consent, of the policyholder is work- 
men’s compensation under which 
benefits are based on payroll and set 
by legislative action. 


Carl D. Smith Visits 
Credit Associations 


Dr. Carl D. Smith, Director of Educa- 
tion of the National Association of Credit 
Men, was able to visit six Associations 
during the latter part of September. 

Departing from New York on the 10th 
of September he addressed the St. Paul 
Association that evening, Minneapolis on 
the 11th and Kansas City on the 12th, 
and was lucky enough to catch a non- 
stop plane from Kansas City at 8:30, ar- 
riving in New York in time for lunch! 

Later, on the 17th he addressed the first 
dinner meeting of the season at Newark, 
Hartford on the 18th, and Boston on 
the 26th. 
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HELPING SMALL BUSINESS 


Banks Are Increasing Instalment Loan Facilities 


suggestion to the bankers of 

this country who have so con- 

structively and etficiently met 
the credit needs of individuals and 
business for many years, at the same 
time one of the fine things about our 
American system of banking is that 
we share our experiences, our 
thoughts and our ideas to the end 
that the American people may re- 
ceive a more helpful, constructive 
service from the banks of the nation. 

It has been my good fortune to 
be widely acquainted with bankers 
throughout the nation and to have 
the benefit of their thoughts and ex- 
periences over a period of years. In 
addition, my associates in our insti- 
tution have a deep interest in credit 
to small business and have worked 
tirelessly to develop new and better 
methods of serving the smaller firms 
in Milwaukee. Therefore, the 
thoughts expressed here are the 
ideas and experiences of my asso- 
ciates and my many good friends 
in banking throughout the country. 

The piecing of all these thoughts 
together over a period of years has 
been like putting a jigsaw puzzle 
together with several of your good 
friends. Someone reaches over and 
fits in a piece of light blue that’s the 
sky and then another friend hands 
you a green piece of the puzzle which 
fits in on the side of the hill, and 
then finally with the border outlined 
and most of the picture completed 
it is easy to fit in the last few pieces 
of the puzzle. 

We knew the finished picture we 
wanted before we started—“Bank 
credit for every competent person, 
firm or corporation for any construc- 
tive purpose,” and now we have 
found the answer, the pieces are all 
fitted together and the picture is 
clearly defined. 


“ While I hesitate to make any 
. 


*An address delivered in his capacity as 
Chairman of the Consumer Credit Committee 
at the annual meeting of the American Bankers’ 
Association in Chicago on September 23 
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We realized the importance of, 
and became interested in a special 
credit service to small business some 
years ago, and have done consider- 
able research work and tried to de- 
velop a philosophy and credit form- 
ula that could be applied to this type 
of lending. Thousands of other 
banks throughout the United States 
have been serving small business in 
a similar manner through the me- 
dium of instalment credit, although 
many banks have not analyzed their 
experience and formalized this type 
of lending. 


Facilities Available 


The important fact is that the vast 
majority of banks already have the 
personnel, the credit facilities and the 
necessary mechanics to make instal- 
ment loans to small business on a 
safe basis. 

Since we became interested in in- 
stalment loans to small business a 
tremendous amount of public inter- 
est has developed in this type of 
credit. Asa result many studies and 
surveys have been made and a great 
deal of statistical information gath- 
ered. I will mention some of the 
most important facts and figures that 
have come to light. 

While we know that according to 
the definition of the Department of 
Commerce some 92% of all business 
units are classified as small, a recent 
analysis reveals the economic impor- 
tance of small business from the 
viewpoint of net worth. 

According to a study made by 


Dun & Bradstreet in July, 1942, the 
percentage of distribution of number 
of firms on the basis of tangible net 
worth was as follows: 41.5% less 
than $1,000, 62.2% less than $3,000, 
73.3% less than $5,000, 83.5% less 
than $10,000, 90.3% less than $20,- 
000. 

It is often assumed that the large 
companies and the big stores do the 
great bulk of the business. It is 
interesting to note in this connection 
that this survey shows that in 1939— 
1,647,000 independent retail stores 
had total sales of $32,471,676,000; 
123,195 retail chain stores had total 
sales of $9,105,825,000; 24 mail 
order houses had total sales of $464,- 
289,000. Or to put it in percentages, 
in 1939 the independent retail 
stores transacted 77.2% of the total 
volume of retail sales in this country. 

Numerically, the actually small re- 
tailers and service firms comprise 
most of our business units. It is 
these small firms that will have to 
distribute a tremendous volume of 
consumer goods and services, and it 
is apparent that many of these con- 
cerns will need specialized financing. 


Needs Not Large 


It is apparent from our experi- 
ence that really small business units, 
generally speaking, do not require 
more than several hundred to several 
thousand dollars of credit at any one 
time. Experience also indicates that 
the range of loans to small business 
is from $25 to several thousand dol- 
lars, and that the average amount 
of the loan to small business is under 
$1,500. 

Our experience on this type of 
loan has been definitely satisfactory ; 
in fact, we have not had any losses, 
and very little collection work on 
liquidation. We have desired to 
proceed on a careful and conservative 
basis, and establish a satisfactory 
experience. 

(Continued on Page 25) 
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CREDIT FOR SMALL BUSINESS 


Bankers Told of Dangers in Government Guarantees* 


the outstanding characteristic 

of our country arises out of 

the thousands of institutions of 
all sizes which in the aggregate make 
up what we call the American Way 
of Life. These institutions, small 
and large, are found in every field 
of activity—in religion, in educa- 
tion, in publishing, in banking, in 
agriculture, in general business. A 
spirit of competition, pervades them 
all, gives zest and vitality to ail 
their activities..Each achieves a kind 
of personality or identity of its own 
when it renders a distinctive service 
to the public. Respect and profit 
alike come to these institutions, not 
because of their size but by reason 
of worthwhile products or services 
they may offer. The American is 
not awed by size. He admires any 
organization which achieves prog- 
ress through performance. 

Over the years small firms be- 
come larger ones. On the other 
hand, some small organizations re- 
main small. But they still play their 
important part in the social and 
economic life of the country. In 
America, size alone neither makes 
nor breaks the standing of institu- 
tions, whether they be in education, 
banking, business, or in any other 
held of activity. Competent man- 
agement is most often the determin- 
ing factor in the life of an organ- 
ization. 


= The dynamic drive which is 


Important Role in War 


World War II proved again the 
validity of the American Way. The 
military materials and services which 
this country produced in such an as- 
tounding manner resulted from 
small and large units working to- 
gether, to the end that our allies 
were helped and our enemies de- 
feated. All our institutions were en- 
rolled in the service of the nation— 





_* An address before the A. B. A. Conven- 
tion in Chicago in September. . 
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churches, schools, colleges, the press, 
agriculture, business and banks. 

_In most other countries their eco- 
nomic systems are dominated by a 
few large business institutions and 
banks. Not so in America. Our 
economic life is still predominantly 
made up of the small unit. There 
are 3,000,000 business units in this 
country, 90 per cent of which are 
small businesses. In nearly all for- 
eign countries banking consists of a 
few large banks with many branches. 
Some of these foreign systems have 
now become state owned and con- 
trolled. We have large branch bank- 
ing systems too, but American bank- 
ing still rests on the foundation of 
the small bank locally owned and 
controlled. It will continue to be 
free from government ownership as 
long as we can maintain these banks 
doing a banking- business on their 
own responsibility, free from undue 
government competition on the one 
hand and on the other removed from 
government guarantee or subsidy. 
Through the years banking has 
served small business and small 
farmers. They have helped each 
other to produce goods and services. 
This teamwork has made possible a 
nation great in. war and great in 
peace. 


Politics and Small Business 


Only in the last decade have some 
politicians seriously tried to make 
small business a political issue. 
Small business and politics do not 
mix. Responsible small’ business- 
men’s organizations know this. They 
have resisted the “do-good”’ politi- 
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cians. These organizations have 
time and again called on government 
to maintain fairness in the admin- 
istration of the laws governing com- 
petition and monopolies. They 
know that special favors from. gov- 
ernment must eventually be paid for 
by loss of the control of the man- 
agement of their business units. | 
commend these small business or- 
ganizations for their courage and 
foresight because they have consist- 
ently refused to be persuaded by the 
sugar-coated words of those poli- 
ticians who have offered them pity 
and easy government credit. 

Small business is against monop- 
oly in the field of credit. Espe- 
cially is it opposed to government 
credit monopoly. Small business 
wants its credit institutions to be 
competitive, serviceable, and free 
from government _ ownership. 
Neither does it want monopoly in 
the suppliers of goods and materials. 
Furthermore, it is against monopoly 
in labor—a monopoly where a few 
so-called leaders who seem to be 
beyond the reaches of the law can 
make or break the flow of goods. 


The Cry of the Political Pack 


In spite of these expressed views 
on the part of small business, bills 
began to appear in Congress about 
ten years ago to create small busi- 
ness credit corporations with gov- 
ernment capital. In the last decade 
some 300 pieces of legislation have 
been introduced about small busi- 
ness—most of them having to do 
with setting up some new credit 
gadget under government sponsor- 
ship. Each measure tried to outdo 
the other in its generosity with re- 
spect to the amount of money offered 
and the terms and conditions by 
which it might be obtained. Again, 
I congratulate the responsible voice 
of small business as: they have op- 
posed these measures one after the 
other. 
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Most of the politicians who spon- 
sored these bills said that banks were 
not doing a job in extending credit. 
A wave of criticism developed 
against banks and their credit prac- 
tices ten years ago. Only a few 
years before that they had been con- 
demned for extending too much 
credit and were accused of bringing 
on the depression by virtue of the 
over-extension of bank credit. But 
by 1936 and 1937 banks were held 
up to public scorn by some poli- 
ticians because they were said to be 
too niggardly. In fact, they were 
even accused of creating unemploy- 
ment because they did not lend 
enoyigh money. 

Many of these proposals for new 
government credit agencies were 
laughed out of the court of public 
opinion because they were so 
ludicrous. Others only received fa- 
vorable comment. A few reached 
the stage of Congressional hearings. 

During this period the American 
Bankers Association concluded that 
the only way to stop the flow of 
unfounded criticism was to make 
available the facts about bank credit 
and small business as it existed in 
the 30’s. At great expense these 
facts were secured from five thou- 
sand banks over a period of two 
years. Reports were requested on 
the amount of bank lending every 
six months during that time. Such 
facts had never before been assem- 
bled. The results spoke for them- 
selves. They revealed that these 
5,000 banks, or about one-third of 
all the banks, were making about 
24 million loans a year aggregating 
$39 billion, and that the average size 
of the business loan was $1,680. 
Twenty-four million loans of an 
average size of $1,680! That dem- 
onstrated that the banks were tak- 
ing care of small business. 

These facts were presented to 
committees of Congress by repre- 
sentatives of both small banks and 
large banks who not only gave Con- 
gress the picture of what was being 
done by banking as a whole but who 
also contributed the records of their 
own institutions and told how busi- 
ness and industry were being served 
in their own local communities. 


A Change in Attitude 


The bill with which we were then 
dealing died in committee. The 
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press changed its editorial policy 
from one of criticism to one of praise. 
Politicians quit condemning banks 
on account of their credit practices. 
They concluded that they could 
make no political capital out of such 
criticism in the light of the facts. 
Banks have never been so free from 
criticism of their lending services 
as they have been since that time. 

Then came the war. Manpower, 
production, and finance became the 
watchwords of the hour. The bank- 
ers realizing their’duty immediately 
set about to meet their responsibili- 
ties in credit for war production. 
Then an interesting legislative event 
took place. The politicians who had 
failed to establish their government 
banks for small business credit a 
few years before took the old bill 
down from the shelf, dusted it off, 
added a few war features to it, and 
gave their gadget a new title. They 
called their revised product “The 
Smaller War Plants Corporation.” 
The bill passed without opposition. 
The A. B. A. did not oppose it. We 
accepted it as a war measure. But 
we insisted that it have a limited 
life and that in no case should it 
continue beyond the end of the war. 

At first this corporation was run 
well. While it did not make many 
loans, it did a good job for a while 
in helping a number of plants secure 
war contracts. During these early 
years of the corporation it was man- 
aged by men who knew business, 
finance, and production problems. 
As the war progressed to a point 
where it was certain that the Allies 
would win, the inevitable happened 
to this government bank. It fell 
into the hands of bureaucrats. 


Death by Kindness 


The last chairman of the corpora- 
tion was an ex-Congressman who 
had been defeated in election by the 
people of his district. Thus, this 
“lame duck” took over ‘the manage- 
ment of the Smaller War Plants 
Corporation. Then our troubles 
began. He used a new technique. 
He did not condemn banks. In fact 
he praised them for what they had 
done for small business during the 
war. He said, however, the war 
would soon be over and that when 
that time came, the demand for 
credit on the part of small business 
would be so gerat the banks would 
not be able to do the job alone. 


Therefore, he argued, they should 
have the assistance of this corpora- 
tion which would take over a major 
portion of all the risks and let the 
banks have the lion’s share of the 
profits. Here was a new technique 
on the part of bureaucracy in deal- 
ing with banks. He did not con- 
demn us. He loved us. Many edi- 
torial writers praised him for his 
stand. His policy was not to kick 
the life out of us, but to hug us to 
death, Either way you die—even- 
tually. 


Must Take the Risks of Business 


Private enterprise which does not 
assume risks has no right to profit 
and hence no right to live. Ours is 
a loss system as well as a profit sys- 
tem. Competent management knows 
it will have to experience losses if it 
is entitled to profit. However, in 
the latter stages of the war the gospel 
was preached that Uncle Sam could 
assume the risks of the banking busi- 
ness and permit chartered banks to 
take the profits. No doctrine quite 
so silly had ever before been enun- 
ciated. 

Since the bureaucrats were using 
a new technique in attack, we had 
to evolve new weapons of offense 
and defense in our own behalf. At 
the 1943 annual convertion of the 
A. B. A., a resolution was adopted 
opposing the continuance into peace 
time of wartime guarantees of com- 
mercial loans, and characterizing 
such guarantees as not only unnec- 
essary but contrary to sound finan- 
cial policy and the best interests of 
the American economy. To give 
effect to the spirit of this resolu- 
tion, the A. B. A. Executive Coun- 
cil several months later created the 
Small Business Credit Commission 
which promptly evolved an appro- 
priate program of action. 

This commission, consisting of 
thirty members from all sections of 
the country and from all sizes and 
kinds of banks, addressed itself to 
the following objectives: 

1. To help banks convert from 
wartime lending procedures to 
peacetime production loans. 

2. To stimulate the organization 
of small business departments in 
large banks not already operating 
such departments. 

3. To revitalize the correspond- 
ent banking system for peacetime 
purposes. 
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+. To assist banks with plans by 
means of which they might, while 
the war was still on, determine what 
were the prospective needs of their 
communities both with respect to 
established businesses and new busi- 
nesses which might be in prospect of 
forming. 

5. To assist in the formation of 
local credit groups which would par- 
ticipate in the making of loans made 
by individual banks or together with 
their correspondents. 

6. To keep in touch with develop- 
ments in Washington regarding the 
interests of small business. 

All material emanating from the 
commission urged that banks in 
considering loans put the accent on 
competence to the end that any man 
or firm, large or small of character 
and capacity, might get bank credit 
to facilitate the production of peace- 
time goods and services. 


Work of the Commission 

Since its organization the mem- 
bers of the commission have worked 
diligently, carrying out the man- 
dates of the A. B. A. Representa- 
tives of the commission have visited 
every section of the country twice 
in the past thirty months. State 
bankers associations and the Asso- 
ciation of Reserve City Bankers have 
cooperated in every way. At the 
suggestion of the commission many 
city correspondent banks have held 
meetings of their correspondent in- 
stitutions where every aspect of post- 
war credit procedure was discussed. 
Fifty-two credit groups have been 
organized for local areas. More 
than $600 millions are available in 
these credit groups. 


Credit for All 


The groups have made loans to 
the extent that demands have been 
made upon them. But the great 
preponderance of loans made since 
the war ended have been made by 
local banks or by local banks and 
their correspondents working to- 
gether. This is as it should be. The 
credit group was not designed to 
solicit business on its own behalf. 
Its function is to supplement the 
lending services of banks and its 
facilities come into play when it is 
called upon by banks which first 
initiate the business. 

Through publicity and advertis- 
ing at the local and national levels 


which the commission has inspired 
banks to undertake, it is now quite 
generally recognized that banks ex- 
tend to all competent people and 
firms necessary business and pro- 
duction credit regardless of the size 
of the loan. On the other hand, 
banks are not going to grant credit 
for non-productive purposes or to 
encourage gamblers to take chances 
with other people’s money on vision- 
ary schemes. 


Reconstruction Finance Corp. 


I now wish to discuss our deal- 
ings with .the Reconstruction Fi- 
nance Corporation. I do so with 
a feeling of real regret and deep 
corcern. Every citizen has a right 
to be proud of the past performance 
of the R. F. C. in depression and in 
war. Many banks sold the R. F. C. 
preferred stock in critical depression 
days. The money derived from the 
sale of the stock reassured bankers 
and businessmen in time of panic. 
I was glad as a banker and as a 
citizen to serve on my state R. F. C. 
Committee. 

The R. F. C. has had many able 
men in its employ—men who know 
business and banking. A number 
still remain. Nothing I shall say 
to you on this subject is of a per- 
sonal nature. In representing your 
commission, however, I must ex- 
press disagreement with certain of 
their policies. 

The R. F. C. was, as you all 
know, a product of the depression. 
It was created to restore confidence 
and to inflate a deflated economy 
then in the trough of the world’s 
greatest depression. Banks _bor- 
rowed money from it, but never in 
its history has the R. F. C. had 
better loans than these bank loans. 
Practically all the money repre- 
sented by them has been repaid and 
that which has not been repaid still 
bears good interest. The only ex- 
cuse I can find for government be- 
ing in the credit granting business 
is a great depression or a war. 
Even then, it should lend wisely and 
charge interest so that the taxpayer 
does not have to foot the bill. After 
its depression or war job is done, 
the government should abolish such 
agency just as it did the Smaller 
War Plants Corporation. 

Since the beginning of our com- 
mission we kept directors of the 
R. F. C. advised as to our policies 
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and progress. hey approved. 
However, those directors are not 
there now. I am sorry to say that 
it appears that the R. F. C. has gone 
the way of all governmental credit 
agencies. It is now dominated by 
bureaucrats, 

Politicians have no place in bank- 
ing, whether government banking, 
private banking or chartered bank- 
ing. Their training makes them 
totally unfit for this service. This 
very definite conviction on my part 
accounts for my resignation from 
the North Carolina R. F. C. commit- 
tee several months ago. 


A Dangerous Sugar-Coated Deal 


The 75 per cent automatic blanket 
guarantee agreement of the R. F. C., 
which is being widely and insist- 
ently offered to banks, will do 
greater harm to banking, the econ- 
omy, and the taxpayer than any- 
thing ever before attempted. Peo- 
ple think of this agreement as a 
respectable financial instrument be- 
cause of the R. F. C.’s past record 
and sound judgment. 

We have not previously stated our 
position on this matter because we 
had hoped that by the process of 
negotiation we should be able to per- 
suade the R. F. C. that its pro- 
gram is superfluous and downright 
evil. 

This instrument offered to banks 
would automatically guarantee them 
against loss on 75 per cent of their 
risk on any loan up to $350,000 over 
a period up to ten years. For this 
the corporation charges _ three- 
fourths of one per cent which is 
deducted from the interest paid by 
the borrower. Congress has not 
been officially aware of what this 
means, nor does the taxpayer know 
what potential liability the R. F. C. 
is putting on him. 

I realize how .appealing clever 
salesmanship can make this proposi- 
tion appear. It is a sugar-coated 
deal which looks quite attractive 
when presented. But there are cer- 
tain implications for banking and 
for the economy which ought to be 
pointed out. 

In the first place there is serious 
doubt about the legality of it. It 
may well be a violation of the lend- 
ing powers of the corporation de- 
fined in the R. F. C. Act of 1934. 
The corporation was then author- 

(Continued on Page 40) 
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THE HEART OF BUSINESS 
Must We Keep Silent Much Longer? 


racy is the profit system, and 

the profit system is the system 

of competitive business enter- 
prise. It is predicated upon the 
theory that men and money must 
cperate at a profit. To do this men 
and money must work. Unless a 
man expends his time to profitable 
advantage he loses the inclination to 
work. Unless the dollar can circu- 
late to profitable advantage it loses 
its motivating force. When there 
is a stagnant condition of money 
and men progress ceases, because 
profit has also been stymied. Profit 
and progress are synonymous. More- 
over, an element of dissatisfaction 
in both money and men is a healthy 
condition. As a contented man 
is inert, so idle money is worth- 
less. It behooves us therefore to 
keep both our men and money gain- 
fully occupied. The greater the 
work of the man, the higher the re- 
ward; the greater the work of the 
money, the higher the profit. Re- 
ward is profit, and progress is profit, 
and conversely profit is both of these 
desirable aspirations. 


= The core of American Democ- 


False Prophets 


There are too many false 
prophets preaching fallacious old 
doctrines, and old sayings that vi- 
brate in the ears and record on the 
minds of the gullible. Consider 
these: “The evils of: money—the 
heartlessness of business, the idle 
rich, and the financial swindlers.” 
Reflect upon these: “One man’s loss 
is another’s gain, and I believe in 
long hours and hard work.” None 
of these phrases or statements is 
necessarily true; generally and basic- 
ally they are all false. The truth is 
that the largest percentage of money 
is put to good and worthwhile use, 
the heart of business is a composite 
of the hearts of the men and women 
who comprise the business, and there 
is less idleness among the rich than 
there is among the poor. There are 
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very few financial swindlers, and 
those who attempt to prey on the 
people are soon apprehended. One 
man’s loss is not necessarily an- 
other’s gain. Loss generally hurts 
all parties, whereas sound profit is 
mutually beneficial. “Long hours 
and hard work” is not the slogan of 
any modern business. Gainful oc- 
cupation of the body and mind is the 
slogan, and reasonable hours of 
work, rest, and recreation has been 
the policy of Big Business for many 
years. 


Public Should Hear Facts 


It is time that we tossed the false 
doctrines and their exponents out 
of the window; it is time to en- 
lighten the public with the truth about 
business and the profit system. One 
easy and inexpensive step which 
could be taken in this direction is 
by curtailing some of the silly com- 
mercials and trade slogans spon- 
sored by many business houses, and 
substituting instead dignified busi- 
ness welfare slogans. However, a 
more vigorous campaign designed 
to publicize the merits of business, 
and to educate the people on what 
constitutes good business—what 
business has done, is doing and con- 
templates doing, for the advance- 
ment of mankind—would pay bigger 
dividends in the form of better un- 
derstanding and increased good will. 

It is the prerogative of business to 


EDITOR’S NOTE: The readers’ at- 
tention is drawn to Henry H. Hei- 
mann’s July 15 Monthly Letter in 
which he realt exhaustively with the 
same subject. 


blow its own horn. It is incumbent 
upon business to safeguard its inter- 
est, for in so doing it is protecting 
the general welfare of all divisions of 
society. When a man sits down to 
read the paper and listens to the 
radio his eyes and ears are filled with 
half truths and distorted facts by 
misguided ax-grinders and aspiring 
politicians. If business maintains 
what is termed “discreet” silence, 
it is generally accepted as admission 
of guilt. You may say that think- 
ing men know better, but thinking 
men also know the strength of prop- 
aganda. 


We Should Speak Up 


The business side of the story is 
both enlightening and entertaining 
and the audience is receptive, so let’s 
tell it. Let’s take an active part in 
all trends that affect our economic 
and political life, and above all else 
let us do it openly. 

It must bewilder a man who has 
spent most of his life in a business 
career to hear the constant slander 
of his means of livelihood. He 
knows that his heart has been in 
business and that the heart of busi- 
ness throbs with the character of 
his associates. To paraphrase a 
great American I would say, “I know 
not what course others may take, but 
as for me,” I’d rather have my per- 
sonal fate, and the fate of my family, 
rest in the hands of a group of busi- 
ness men than in those of any other 
segment of society. 

No matter how amazing it may 
seem, it is nevertheless true, that the 
business thermometer records not 
only the economic condition of the 
nation, not only the rise and fall of 
the standard of living but also the 
moral status of the country. Poor 
business and the resulting poverty 
is a strain on the moral conduct of 
people. Good business is good for 
people, ‘and good people must safe- 
guard it, and expound its merits. 
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How To Fight Inflation 


(Continued from page 4) 


duce the danger of inflation not so 
much by a direct contribution to 
higher output as by fiscal and mone- 
tary action to curb spending. The 
present statement explores the ways 
in which the Federal Government 
may reduce inflatory pressure by 
cutting or deferring its own ex- 
penditures. The observations made 
here about Federal finance apply 
with equal force to state and local 
governments, to. businesses and to 
consumers. Every dollar by which 
any economic unit can reduce its ex- 
penditures in relation to its receipts 
is a net gain in the drive against in- 
flation. 


Large Surplus Necessary 


Today, fighting inflation through 
government fiscal policy means col- 
lecting as much and spending as 
little as possible. We cannot be 
content with a mere equality of reve- 
nues and outlays. In the presence 
of today’s demands, rapid inflation 
and balanced receipts and expendi- 
tures can go hand-in-hand. Prompt 
achievement of a large excess of re- 
ceipts is necessary to affect the cur- 
rent inflatory trend materially. 

According to the latest official 
estimates, there will be a deficit of 
$1.9 billion in the Federal Budget 
for fiscal year 1947. Expenditures 
are estimated at $41.5 billion, after 
giving effect to the cutbacks recently 
directed by the President. Reve- 
nues are estimated at $39.6 billion 
(at present tax rates, approximately 
present prices and a gradually ris- 
ing level of production. ) 

The conventional Budget presen- 
tation does not accurately measure 
the impact of Federal receipts and 
disbursements upon_ inflationary 
pressures. For example, the large 
receipts and outlays of the Social 
Security Trust Accounts are not in- 
cluded in the Budget. On the other 
hand, the Budget does include as 
expenditures transactions and ac- 
cruals not involving current cash 
payments and having only an indi- 
rect or delayed inflationary effect.* 

The over-all economic effects of 
the financial operations of the Fed- 


eral Government are reflected more 
accurately, though still crudely, by 
a comparison of cash payments to 
the public and cash receipts from 
the public. The President’s review 
of the 1947 Budget estimates that 
cash receipts will exceed cash pay- 
ments by $2.8 billion. The table on 
the following page summarizes the 
major items of cash receipts and 
payments: 


more specific objective in view. We 
recommend as a minimum goal of 
fiscal policy the creation of a $5 
billion excess of receipts over pay- 
ments, and if possible a $6 or $7 
billion excess, instead of the $2.8 
billion .excess now contemplated. 
Some important items in the Budget 
cannot be cut—interest, tax refunds 
and social security. To achieve the 
$5 to $7 billion excess of receipts 
by means of expenditure reduction, 
will require heavy cuts in other 
items. Heroic measures will be 
needed—but the times call for heroic 
measures. 





Excluding Major Intragovernmental and Non-Cash Transactions 
. Budget Review Estimates, August 1946, 
Based on Existing and Proposed Legislation 
(In Billions) 


PAYMENTS TO THE PUBLIC: 


a) on oa 0s sa Ss pein dh bad UE vee Rs ee cee $16.4 
Tene: Ok a OU BONE so ns os Sea eet ae 3.8 
NE i sila at arts bck eee calee Ded TRUSS Rede 1.9 
Veterans’ pensions and benefits... oui. ie ee cece ew ees 5.8 
OT IN ho ove xa ede'eeuk pe.) Wat pew eUe inet eee a4 
Other activities? (excluding trust accounts)......... Hie as 5.0 
Nk. 05 Ser C0584 eee eae CeO ON Es eye eae 2.6 

ee EN O0 W NS oko 5 eo a eg $39.9 


RECEIPTS FROM THE PUBLIC OTHER THAN BORROWING: 


Toa CS TN faa ns o's Sb eaten Se $18.4 
Dlvwiek Cae CN CNNIOENIOINE ©. inci so en ee ew Lek 9.8 
I I ao Shinn 0 SHS 86 Se KEE RAB UR: 6 
Temi RNIN NE COI Se 5 ons kk i ie i Die win 4.5 
Miscellaneous receipts, general & special accounts ........ 3.1 
Pe I 5 Bu hr Shee CEU BAR SHAN 3.3 

Total receipts other than borrowing ...................... $42.7 

Excess of receipts, other than borrowing, over payments.... 2.8 








The projected $2.8 billion surplus of cash receipts over payments was 
made possible by use of Presidential authority to restrain Federal spend- 
ing. The progress thus far has been commendable, but is not enough. 

‘Excludes $2.1 billions of terminal leave bonds for enlisted military 


personnel, 


*These are: aids to agriculture, including subsidies, $1.2 billion; Social 
Security and relief, $0.7 billion; housing, excluding defense housing, $0.2 
billion ; general public works program, $0.9 billion; post office department 
(general fund), $0.2 billion; general government, $1.7 billion; pay in- 
crease (anticipated supplemental appropriations), $0.2 billion. 

*Net appropriation to Federal Old-Age and Survivors’ Insurance Trust 
Fund is excluded from employment taxes, but included as trust account 


receipt. 


The proper goal of Federal fiscal 
policy today is the largest attain- 
able excess of receipts over pay- 
ments. Yet it is helpful to have a 





*For example, $0.5 billion of interest on the 
Government debt is represented by an increase 
in the redemption value of E and F bonds and 
is not a current cash outlay. 
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The reductions in Federal ex- 
penditures must not only be large; 
they must also take effect promptly. 
There is a natural tendency for 
Government agencies to defer action 
in hope that perhaps the cuts may 
be avoided. But the urgency of our 
present situation gives great weight 
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to reductions that can be made now. 

We are fully aware of the prob- 
lem presented by a further large 
reduction in Federal disbursements. 
We recognize that we are not in a 
position to” pass judgment on the 
expenditures which have been ten- 
tatively approved. We do believe 
that the challenge of every dollar of 
controllable expenditure from the 


standpoint not necessarily of its 


elimination but of its deferrability 
might well bring us the necessary 
results. In the pages following a 
brief comment is offered on the 
categories from which reduction of 
expenditures must come. 


Military Expenditures 


National defense cash expendi- 
tures, estimated at $16.4 billion, ab- 
sorb about 40 per cent of the 1947 
Budget. Their great size requires 
that they be scrutinized most care- 
fully. 

The paramount importance of an 
adequate military establishment is 
universally recognized. No group 
of private citizens can prescribe 
how much and in what direction 
military expenditures can be safely 
reduced. However, the fact that the 
Army and Navy plan to spend about 
as much per man in the armed 
forces in fiscal 1947 as they did at 
the height of the two-front war sug- 
gests that there is some room for 
postponement. We recommend that 
the economies called for by the 
President be effected without delay 
and that the investigation to de- 
termine what future military ex- 
penditures may be appropriately de- 
ferred be expedited in every way 
possible. 


Public Works 


Estimated Federal disbursements 
for civil public works in fiscal 1947 
total $900 million. In comparison 
with some items in the Budget, this 
is a relatively small figure. Yet 
public works is a singularly appro- 
priate category to cut when an anti- 
inflationary program is_ needed. 
There is general agreement that con- 
siderable leeway exists in the tim- 
ing of many types of public works. 

The composition of the public 
works program reflects an appraisal 
of the economic picture that was 
current in the Fall of 1945. It was 
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then recognized that building ma- 
terials—brick, lumber, etc.—would 
be in very short supply, but it was 
thought that there would be room 
and need for public works of a type 
that did not use such materials, such 
as reclamation, flood control, roads 
and rural electrification. 

But the fact is that all resources, 
including labor, are scarce today 
and every dollar of public works 
outlay means more competitive bid- 
ding for existing resources and more 
inflationary pressure. In view of 
conditions as they have actually de- 
veloped, some steps have already 
been taken to screen and cut the 
public works program. All pos- 
sibilities for further action in this 
field should be explored. We shall 
have opportunity, and perhaps need, 
at some later date to carry out any 
worthwhile projects that are post- 
poned today. 


International Finance 


The $4.4 billion estimate for in- 
ternational finance covers disburse- 
ments in fiscal year 1947 under 
foreign loan agreements, including 
Export-Import Bank loans and the 
United States subscription to the 
International Monetary Fund. The 
CED Research and Policy Com- 
mittee has repeatedly emphasized 
the importance to the United States 
of the restoration of world pros- 
perity and the lowering of trade 
barriers. | We have endorsed the 
principle of making loans for those 
purposes. The loans were made in 
amounts that were essential and are 
being spent for types of goods -that 
are urgently needed for world recon- 
struction. We do suggest, however, 
that the Government explore with 
foreign borrowers the possibility 
that both their interest and ours 
would be better served by some post- 
ponement of. their purchases here. 


Veterans’ Benefits 


Cash payments for veterans’ pen- 
sions and benefits in fiscal 1947 are 


estimated at $5.8 billion. The Acts 
of Congress in behalf of veterans 
reflect the deep gratitude of the 
country to veterans for their heroism 
and their sacrifices. . Everyone 
wishes to see our obligations under 
these Acts discharged in full. At 
the same time we believe consider- 


able economies can be achieved by 
better definition and application of 
standards. Well defined standards 
and efficient administration are in 
the interests of all—veterans and 
non-veterans alike. 


Subsidies 


The revised Budget estimates in- 
clude $800 million for food subsidy 
operations in fiscal 1947. How much 
will actually be spent depends upon 
decisions regarding price ceilings on 
foods. We repeat the recommenda- 
tion in our policy statement, The 
End of Price Control—How and 
When?: 

“The principle of vigorous, pro- 
gressive liquidation should apply to 
cost-of-living subsidies . . . Elim- 
ination of these subsidies will re- 
quire higher prices to consumers or 
lower returns to producers. These 
alternatives cannot be escaped by 
postponing the date for discounting 
subsidies. The cost-of-living sub- 
sidies are large in total volume; 
their inflationary effect is serious. 
We must get rid of them as rapidly 
as possible not only because they 
aggravate our fiscal and monetary 
problems but because the longer 
they persist the stronger will be the 
vested interests in their indefinite 
continuation.” 

Recommendations for economy in 
Federal expenditures often start 
with general administration. Maxi- 
mum efficiency must be a constant 
goal, for in the general administra- 
tive expeditures is expressed the 
conscientiousness of our govern- 
ment officials. We are confident 
that some current savings can still 
be effected in this category without 
handicapping essential government 
services. However, the campaign 
for a comprehensive anti-inflationary 
policy must not be defeated by turn- 
ing it into a drive merely to elim- 
inate file clerks and cut down on 
telephone calls. 


Other Expenditures 


Most of the opportunity for re- 
ducing Federal disbursements lies 
in the categories discussed above, 
particularly in national defense and 
public works. The remaining $9.2 
billion includes $3.8 billion for in- 
terest, $1.9 billion for tax refunds, 
$2.6 billion for trust account pur- 
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kk is customary for many prominent American business men while 


traveling in Continental Europe to use The Chase Bank, Paris, as their 


financial headquarters. 
e Paris is ready now to receive Americans visiting France on business or 
Ve Alt —— __ for other reasons of necessity . . . and, as restrictions gradually relax, the 


City of Light will be able once again to accommodate the tourist also. 


REBORN “CITY OF LIGHT” Now, as for many years before the war, The Chase Bank in Paris wel- 


comes its American friends with facilities for every form of banking 


An old friend service required by French-American commerce. 


& _ American business men at home who wish first-hand information from 
awalts you Europe can obtain it through the Chase National Bank in New York, which 
maintains continuous contact with its three London branches, with The 


Chase Bank in Paris and with correspondent banks in all parts of Europe. 


When in Paris, make the Chase your financial headquarters, 


THE CHASE NATIONAL BANK 


OF THE CITY OF NEW YORK 


HEAD OFFICE: Pine Street corner of Nassau 


Member Federal Deposit Insurance Corporation 


LONDON: 6 Lombard Street + 51 Berkeley Square - Bush House, Aldwych 
Havana -» San Juan « Panama - Colon - Cristobal - Balboa - Offices of Representatives: Mexieo City + Cairo « Bombay 


. THE CHASE BANK 
41 Rue Cambon, entrance at 11 Boulevard de la Madeleine, Paris 


Shanghai - Hong Kong - Tientsin 
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poses (mainly social security), $0.7 
billion for social security (outside 
trust accounts) and $0.2 billion for 
the post office department. These 
items do not offer much leeway for 
economy, but they should be care- 
fully administered so as to avoid 
expenditures which are not essen- 
tial to discharge the responsibilities 
of the Government. 


Taxes 


We fully understand and share 
the general desire to avoid tax in- 
creases. 

As a basic principle of tax policy, 
we reaffirm our belief “that the tax 
structure and the budget should be 
drawn so as to make possible sub- 
stantial reduction of the Federal 
debt at a high level of employment. 
As much debt should then be retired 
as is consistent with maintaining 
high levels of employment and pro- 
duction.”* When we are through 
this costly aftermath of war, we 
shall again urge the substantial re- 
duction in taxes required by this 
policy. 

Meanwhile, if cash outlays of 
the magnitude recommended can- 
not be quickly eliminated or post- 
poned, and if inflationary pressures 
are not brought under control by 
other means, tax increases represent 
the next effective defense available 
in the fiscal field. It is probably not 
possible to put higher taxes into 
effect until early 1947. We repeat 
our hope that the need for tax in- 
creases may be avoided by sufficient 
action on other fronts now. But it 
would be prudent for those respon- 
sible for tax policy to take steps now 
to prepare for the possible need to 
raise tax rates early in 1947. 


* * * * 


The current inflation may be brief 
and mild. The subsequent reaction, 
if it comes, may be minor. We fer- 
vently hope so. But there is little in 
our history to indicate that these 
hopes are certain or even probable, 
or that there is danger that we shall 
do too much to meet such a crisis or 
do it too soon. 

No one can look at the present 
situation without recognizing the 
possibility that, at some uncertain 


* A Postwar Federal Tax Plan for High Em- 
ployment_proposed by the Research Committee 
of the Committee for Economic Development, 
p. 24. 
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date, the problem may be deflation 
and unemployment, rather than in- 
flation. The immediate reduction or 
postponement of Federal expendi- 
tures that we recommend will not 
make it more difficult to cope with a 
possible future business reversal. On 
the contrary, postponement of worth- 
while but not urgent expenditure 
projects now will help provide a 
backlog of useful expenditures that 
can be drawn upon when counter-de- 
flationary measures are needed. 


If there are simple, pleasant and 
certain ways to avoid serious, infla- 
tion we have not found them. Cut- 
ting and postponing expenditures is 
not easy. Raising taxes is not pleas- 
ant. But if we wish to live in a 
dynamic, free society, we must ‘ac- 
cept the responsibilities of free citi- 
zens. This is one of the great post- 
war tests of the ability of a free so- 
ciety to keep its house in order; we 
cannot afford failure. 


Scientific Credit Control 


(Continued from page 8) 


True, we will continue to suffer 
Bad Debt losses, but by means of 
scientific analysis, we shall be bet- 
ter able to judge whether such losses 
are justified, and in many cases, 
minimized them. 

Ask your associates about Bad 
Debt losses and you will receive an- 
swers expressing various degrees 
of pride “Oh, our losses are about 
one-tenth of one per cent, or slightly 
more or less,” but does this state- 
ment mean anything at all? 

I don’t think so, unless you know 
in what classification of accounts the 
losses occur, and against what vol- 
ume of business accepted in that 
classification. 

If for instance Mythical Company 
Incorporated do one million dollars 
worth of business and losses through 
bad debts are only five thousand 
dollars, it is true that the amount 
lost is insignificant over the total 
volume, but let us look at the com- 
pany’s account classification. This 
case is grossly exaggerated for the 
purpose of dramatizing the point, 
but let us suppose that the custom- 
ers sold are as follows: 

“A” Classification—$800,000. 
(All large well financed indus- 
tries and Government  ac- 
counts). 

“B” Classification—$150,000. 
(Moderate, long established 
customers, usually a little slow). 

“C” Classification—$50,000. 
(Poor risks). 

Again let us agree that losses 
occur in poor risk accounts, because 
they do whether or not we are aware 
of it at the time. 

Obviously then we have taken a 
loss of $5,000 on $50,000 worth of 


business, and this represents 10% 
of the total volume of business in 
this particular category. Was the 
business worth it? This is a ques- 
tion which can be answered by a 
discussion of the problem with your 
cost department, because the applica- 
tion of economic principles to the 
mechanics of industry has shown 
that under certain circumstances it 
is desirable and beneficial to dispose 
of a quantity of goods at a loss. 
We must, however, know the needs 
of our company in order to define 
a wise polity in this regard. These 
needs tie the Credit Department 
closer with the accounting and pro- 
duction departments, and empha- 
size the importance of close co- 
ordination between all departments 
of acompany. By having your cus- 
tomers’ accounts classified, you are 
in a better position to discuss with 
management the problems of pro- 
duction, distribution, and overall 
credit control, and you are in a 
better position to control the weaker 
accounts and render them a service 
which will be instrumental in rais- 
ing them from a weak risk to a 
higher risk category. This will ulti- 
mately result in increased volume of 
sales for your company, and a 
sounder economic position for the 
country as a whole. In some re- 
gions of the country, you may find 
through your classification that the 
Credit Department is being obliged 
to carry the load of some other de- 
partment through the acceptance of 
a larger proportion of weak accounts 
than is warranted, and this, when 
known, can be corrected through a 
management policy. 

All of this requires close co-ordi- 
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Lawlessness marches in the wake of war... 


and it’s on the prowl right now! Police and 
FEI reports show an alarming rise in crime 
throughout the country. 

The impact cf this threat will be felt in the 
banking field . . . it always has. The time to 
fortify your bank’s defenses is now. 

Guards, safes and vaults are important, but 
only the right forms of insurance in adequate 
amounts can completely protect you from to- 
day’s greater dangers of loss of cash on hand 


Hartford Insurance 


Hartford Fire Insurance Company . Hartford Accident and Indemnity Company 
Hartford Live Stock Insurance Company 


Writing practically all forms of insurance except personal life insurance « ¢ Hartford 15, Conn. 


The men who cracked the bank at El Centralo 





and loss of negotiable securities owned by the 
bank or held by it as collateral for loans, in 
its trust department, or for safekeeping on be- 
half of customers. 


Bank management has an immediate respon- 
sibility under present conditions to check for 
disparities in the amount of insurance protec- 
tion being carried against such loss exposures. 

Your local Hartford agent or your own broker 
can guide you in studying your situation and 
in properly providing for it. Call him in today. 











nation between Sales and Credit. If 
the Credit Department can show the 
picture I am sure that the Sales 
Department will be right with you 
and accept you without qualification 
as an integral part of the whole. 
I am sure also that they will will- 
ingly discuss prospective accounts 
in advance of initial contact, so that 
there will be no loss of productive 
time by the salesman in calling and 
endeavoring to sell accounts unsat- 
isfactory to the Credit Department. 

This subject could be developed at 
length, but at the beginning I stated 
my object was to provoke thought 
processes. I hope that my discus- 
sion will meet with some measure 
of acceptance because I am certain 
that analysis of facts is the surest 
way of knowing and understanding 
your job. 

There are many scientific meas- 
ures and ratios which the Credit 
Man presently uses, but many more 
may be developed and the future 
holds much for the Credit Man with 
‘a questioning mind. 


Reprinted with permission from the Credit 
en’s Journal, published by the Canadian 


Credit Men’s Trust Association, Ltd. 


Analyzing 1946 


Statements 
(Continued from Page 10) 


felt that the post-war period would 
support greatly increased capital 
stock expansion, whereas public ac- 
countants were unanimous in stating 
that the post-war period would not 
support the greatly increased capital 
stock expansion. 

Taking the middle course were the 
banks who have qualified their re- 
plies. One top Cleveland bank offi- 
cial had this to say: “I believe the 
first five years of the post-war period 
will support the greatly increased 
capital stock expansion of some com- 
panies, but it is conceivable that fol- 
lowing such period some companies 
might find themselves with excessive 
capital stock expansion.” 

A finance company executive re- 
plied to this question as follows: 
“Many companies before and during 
the war were under-capitalized and 
to meet normal operating needs, 
necessarily increased their invest- 
ment. However, there are also a 
number of companies that cannot 
possibly pay reasonable dividends to 
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its shareholders from lowered peace- 
time profits. Even if wartime profits 
remain constant throughout the next 
few years, the long pull return does 
not warrant such expansion. Not- 
able in this category is the radio in- 
dustry swollen with war _ sales 
ranging from 500% to 2000% over 
pre-war years. Volume such as this 
during post-war years is unlikely.” 


Estimates Vary 


Other bank officials that respond- 
ed have indicated that the expansion 
would be supported for three or four 
years and another for a period from 
five to ten years, that expansion 
would not find ready support beyond 
that time. 

Indications are that the post-war 
period, at least for the next four or 
five foreseeable years, should be the 
best that the domestic industrial ma- 
chine has ever felt. For this pro- 
posed increase reasonable expansion 
is indicated, but some industries have 
expanded beyond reasonable limits 
and beyond limits which the economy 
will support. 

The survey has highlighted many 
of the considerations that should be 
foremost in an analyst’s mind when 
he seeks to review financial state- 
ments for current periods and relate 
them to past performances. The 
present purveyor of credit facilities 
faces the data and information which 


in form and scope have never before. 


been met. To make reasonable ap- 
praisal of present financial state- 
ments, both balance sheet and profit 
and loss statements requires a focus- 
ing of all accumulated knowledge in 
the field to make a fair appraisal. 
The consensuses as presented give a 
measuring stick.to help make a fair 
appraisal of the financial statements. 


P. M. Haight, Past 
NACM President, Takes 
Post in U. S. Associates 


New York: United States Associates, 
International Chamber of Commerce, has 
announced the appointment of P. M. 
Haight, formerly Secretary-Treasurer of 
the International General Electric Co., 
Inc., to the post of Assistant Secretary 
of United States Associates. 

Mr. Haight is a past national presi- 
dent of NACM and besides his credit 
work has been active in the National 
Foreign Trade Council of the American 
Arbitration Association. 


President Blaine to 
Address Credit Men 
at Terre Haute, Ind. 


Terre Haute: President E. L. Blaine, 
Jr., will address the special October 17 
meeting of the Terre Haute Association 
of Credit Men. He plans to take as his 
topic “Tolerance”; his speech will deal 
with current general business conditions 
and their relationship with the NACM. 

The new Terre Haute President, For- 
rest G. Sherer, will be toastmaster for 
the meeting, which will be held in the 
Deming Hotel. It is felt that this is a 
meeting which none of the members can 
afford to miss. 
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Cherne Debunks 
Idea of War 
With Russia 


The extent to which our produc- 
tion is stepped up will decide 
whether next year 1s to be one of 
prosperity or depression, according 
to Leo M. Cherne, Executive Sec- 
retary of the Research Institute of 
America, who spoke at the fall 
luncheon forum of the New York 
Credit Men’s Association on -Sep- 
tember 24. A. James Mill, of Mill 
Factors Corp., chairman of the pub- 
lic meetings committee of the as- 
sociation, presided at the gathering 
which was attended by almost 600 
credit executives. 

Speaking on the “Second Year of 
Peace?” Mr. Cherne said: 

“We have not achieved produc- 
tivity and without it we unfortu- 
nately have the opportunity of real- 
izing some of our present unfounded 
fears. We have failed to realize the 
one thing which could at best have 
given us 10 years of sustained activ- 
ity—a home construction industry 
—which would have taken the place 
of the automobile industry after 
World War I. 

“Some time within the next six to 
nine months we have got to come to 
grips with productivity so that pro- 
duction can get somewhere in line 
with prices and wages, or we will 
find ourselves with the most acute 
demand, with the most active specu- 
lation in raw materials and accumu- 
lation of inventories, but with no 
goods coming to market, and an 
extraordinary number of consumers 
incapable of buying what is on the 
market.” 

Mr. Cherne also took up the ques- 
tion of a possible war with Russia, 
which he blamed as one of the causes 
of the recent stock market slump, 
and which he described as absolute 
fantasy. 

“T have been in every troubled 
spot in the world in the last 10 
months,” he stated, “and don’t mini- 
mize the frictions which exist; but 
it takes two nations to make a war, 
and at least one that wants it and 
is prepared for it. No single, so- 
cial, economical or political group 
in Russia can envision any desirable 
result to itself or to the nation to 
come from war.” 
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LETTERS TO THE EDITOR 


letter, signed by “Hopeful,” 
in the August edition of 
Credit and Financial Man- 
agement; in his letter “Hopeful” be- 
wailed the fact that other, and osten- 
sibly “superior,” departments of his 
firm were making the credit depart- 
ment feel like very inferior people 
indeed. We are glad we printed it 
for the response has been, to say the 
least, brisk. 
We print below three representa- 
tive replies. 


* You may remember reading a 


Dear Sir: 

Having been a member of the 
Credit Fraternity for many years, 
1 always read your magazine with 
considerable interest, and in your 
August edition my attention was 
caught by the letter headed “The 
Credit Manager Plays Cinderella 
Role in His Firm,” signed “Hope- 
ful.” 

It is true that in some businesses 
the credit department is subordinated 
to the sales and accounting depart- 
ments which is unfortunate and in- 
variably results in friction and bad 
debt losses as well as sales losses. 
It occurs to me though, that in some 
instances perhaps the Credit Mana- 
ger liimself is partly at fault. There 
is an old saying that co-operation is 
a two-way street, and surely this is 
true between the sales and credit de- 
partments. . 

In my opinion all credit work de- 
pends on salesmanship; and not 
salesmanship of the sales department, 
but of the credit department. The 
Credit Manager should sell the cus- 
tomer on paying his account prop- 
erly and also retaining his business. 
And the better selling that the Credit 
Manager does the better results for 
his credit department. 

I agree with the writer of the let- 
ter to the extent that it would be ad- 
visable for all salesmen to know the 
routine and the detail of the credit 
department. I think it is equally 
true that if every Credit Manager 
and Assistant Credit Manager could 
spend some time on the road selling 
it would be of great value in their 
work. After all, successful credit 
work is based on the ability to put 
oneself in the other fellow’s place 
and to see his side of the problem. 
And if you apply this theory to your 
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sales force much of the friction 
would be ironed out and quickly. 

I have been handling credits for 
some twenty-five years with the ex- 
ception of two years that I spent on 
the road as a salesman, and those 
two years did more to help me in 
my credit work than any other period 
that I have spent during those 


‘twenty-five years. 


Sincerely yours, 
K. McLemore 
Credit Manager 
Hajoca Corporation 
Chattanooga. 


Gentlemen : 
Please pardon these remarks of a 
“greenhorn” in the credit field. 
For twelve years I have labored in 


the selling end of the business world . 


and then suddenly fate decreed that 
I take an active part in my com- 
pany’s Credit Department. There- 
fore, it is with great understanding 
and fullness of sympathy that I read 
the letter to the Editor, published in 
the August edition of Credit and 
Financial Management, _ signed 
“Hopeful.” That letter, you will 
recall, stressed the “inferiority com- 
plex” rating wished upon all Credit 
Departments and personnel by the 
other, would-be superior depart- 
ments. 

Fortunately, I do not find myself 
in quite such a distressing state as 
my colleague, but nevertheless it was 
with some misgivings that I ven- 
tured into my new duties six months 
ago. However, after reading through 
two text books on Credit, as well as 
each copy of your very inlightening 
and remarkably progressive monthly 
publication, and some encouraging 
correspondence with your most 
helpful Director of Education, Dr. 
Carl Smith, I was able first of all 
to sell myself on the importance of 
credit in modern business. 

Secondly, it is now apparent that 
credit work in business is rapidly 
advancing to a more important posi- 
tion in the eyes of all business exec- 
utives. 

I firmly agree with your oft 
stressed articles and letter signed 
“Hopeful” that if a greater under- 
standing between the Credit De- 
partment and the other “equally im- 
portant” departments could be ar- 
ranged, a much better feeling in mu- 


tual appreciation would exist be- 
tween intra-department personnel. 
Very Truly Yours, 
T. F. Oates 
Duffy-Mott Company 
New York. - 


Dear Sir: 

We have read Hopeful’s plea on 
page 10 of the August issue of your 
excellent Monthly and we hasten 
to his assistance. 

His responsibility to his imme- 
diate superior and himself is to 
change his attitude and that of his 
boss toward the Sales Department 
before his firm discovers the situa- 
tion and replaces the entire Credit 
Department with a new group. Both 
he and his boss appear to be that 
“glorified bookkeeper” type of 
Credit Man which we Credit Execu- 
tives thought had passed away with 
the horse and buggy. His only 
trouble is that he has failed, or has 
made no attempt to sell himself to 
the Sales Department. All he needs 
to become the head of his department 
is to learn to co-operate. From then 
on he will go a long way. 

We speak from experience. We 
pride ourselves upon being a group 
of Credit Executives who have 
grown mellow with the plaudits of 
our Sales Departments and yet our 
losses are nil. 

Our prescription? 

Study the Sermon on the Mount. 

Be a man. 

Yours for co-operation 

FOODS PRODUCTS GROUP 

OF THE CREDIT ASSO- 
CIATION OF WESTERN 
PENNSYLVANIA. 


From where we sit this last letter, 
if it does not hit the nail on the head, 
does at least show us where the nail 
is. People like “Hopeful” must 
make up their minds about one 
thing ; is their work a dignified work, 
carrying with it an intrinsic prestige, 
or isn’t it? If it is not, and they 
desire the respect accorded people 
with responsible jobs, let them go 
out and get themselves responsible 
jobs and the respect that goes with 
them. 

But if they decide that the job ts 
dignified, is responsible, is one of real 
importance in the business world, 
then let them stop and think why 
the respect is not forthcoming. 
During the war, officer-candidates 
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were taught that’a good officer ad- 
dresses all other officers with confi- 
dence, irrespective of rank. In the 
civilian world a man of dignity 
meets all other men with confidence, 
no matter what his position. Let 
us be frank; all you “Hopefuls,” 
what sort of job are you doing? Do 
you, by your work and your bearing, 
demand respect? What do you 
know? What have you done? And 
were you good at it? 

No matter what the job, the good 
man will attract favorable attention 
to himself by the way he does his 
work, by the way he carries him- 
self. So sit back and analyze your- 
selves ; decide honestly whether you 
know your work thoroughly, whether 
you know anything else, whether the 
job you are doing is a good job. If 
so, you can be confident in the 
knowledge that your work is not 
going unnoticed; nor are you. “A 
city that is set on a hill cannot be 
hid.” 


Helping Small 
Business 
(Continued from Page 12) 


In spite of this good experience, 
in our opinion, there are very few of 
these loans that would have qualified 
for bank credit on a commercial 
basis. In fact, a substantial percent- 
age of the loan applications appeared 
impossible when first received, and 
it was only by digging for informa- 
tion, and using a number of protec- 
tive devices that we were able to 
safely make these loans. 


More Loans Necessary 


From surveys which have been 
made it is apparent that a substan- 
tial credit need exists for instalment 
loans to small business. 

If we acquire the knowledge and 
skill to implement our program of 
instalment lending to small business, 
we can and should serve a much 
higher per cent of the small business- 
men, thus increasing the usefulness 
of banks to the economy as well as 
increasing profits on loans. 

This is not a simple form of lend- 
ing; rigid policies cannot be laid 
down that will insure sound loans. 
The decision on each loan must be 
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CHECK YOUR RECEIVABLES ... 
THEN SEND FOR THIS BOOK ON 


“CREDIT LOSS CONTROL’ 


A large percentage of your working capital is represented by 
your accounts receivable. Look at your statement. Then think what 
could happen . . . if business failures and credit losses shot up again as 
they did after World War I. In that period of readjustment, current 
liabilities of failures shot up to 553% of the 1919 total in just two years. 


Will that happen again? No one knows. But sound business 
judgment will tell you that your receivables are important assets at all 
times . . . subject to risk at all times . . . should be protected at all 
times. That is why manufacturers and wholesalers in over 150 lines of 
business carry American Credit Insurance . . . which GUARANTEES 
PAYMENT of your accounts receivable for goods shipped . . . pays you 
when your customers can’t. 


“Credit Loss Control’’...a timely book for executives . .. may 
mean the difference between profit and loss for your business . . . in the 
months and years of uncertainty and change that lie ahead. For a free 
copy, address American Credit Indemnity Company of New York 


Dept. 47, Baltimore 2, Maryland. -<~ 
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based on the merits of the individual 
case. 

It is also necessary to realize that 
times have changed, and that we 
must develop new lending techniques 
and tools if we are to meet the 
change in the time. In view of pres- 
ent conditions it is obvious that short 
term commercial credit will not meet 
the credit needs of many small busi- 
nessmen, 

Therefore, it is imperative that if 
we do our part toward maintaining 
our economy on a democratic basis, 
we must find an improved method of 
financing the small businessman. 

The first paragraph of the Con- 
sumer Credit Creed of the Ameri- 
can Bankers Association reads as 
follows: “We believe, that in order 
to justify its charter a bank must 
serve the reasonable credit require- 
ments of its territory, as well as pro- 
vide a safe depository for funds ;’— 
The application of this creed to per- 
sonal loans has meant that we have 
sought to provide credit to any reli- 
able, capable individual for any use- 
ful purpose. 

Let us adopt the same fundamen- 
tal policies in the field of instalment 
lending to small business, that is, 
provide credit to any reliable capable 
borrower for any useful purpose, and 


have as our goal the rendering of this 
credit service to the greatest pos- 
sible number of businessmen. 


Capital Loans 


The fundamental thought that 
must be kept in mind on this type of 
credit is that we are, in many in- 
stances, providing working capital to 
the business to be repaid out of prof- 
its. On such loans we are entitled 
to the pledge of every asset that 
can be consistently pledged to insure 
the borrower’s good faith and to pro- 
tect our loan. 

Basically, our philosophy is that 
we are lending to a good risk who 
has the ability to repay the loan. 
However, it is simply sound banking 
to secure all of the available pro- 
tection and to use every possible de- 
vice to police the loan and insure 
payment. 

We must actually know a great 
deal more from personal contacts and 


investigations about the borrower 


and his business than we often do on 
commercial loans of a much larger 
amount. The reason for this is that 
we are not depending on the assets 
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listed on the balance sheet but on 
the integrity ot the borrower and 
his ability to produce suthcient in- 
come out of his business to repay 
our loan. 

The fundamental requirements for 
this type of business are as follows: 

1. The borrower must be an ex- 
cellent moral risk. 

2. There must be evidence that he 
has the ability to operate his business 
on a sound basis. 

3. The past record of the business 
or the future prospects must show 
sufficient probable income so that we 
can logically assume that he will be 


_able to repay an instalment loan out 


of future income from his business. 

4. While we are willing to assume 
a normal risk, on a loan of this type, 
the necessary steps must be taken to 
insure us against a loss on the loan 
greater than can be absorbed in the 
usual course of business. 

Another point of importance is 
this: We do not weigh the value of 
any assets pledged entirely ori the 
basis of the value of these assets at 
a forced sale. It is taken into con- 
sideration that assets may have a 
value to the borrower far greater 
than could be realized from the sale 
of these assets. While assets pledged 
may have little value from a liquida- 
tion standpoint, our lien on such as- 
sets gives us a collection leverage, 
so to speak, that may help in liqui- 
dating the loan. As a result, on 
this type of lending we take a pledge 
of all conceivable types of assets, 
current, fixed and personal that can 
be consistently pledged. 


Average Loan—$814 


Recently we made a survey of a 
representative group of 2,500 instal- 
ment loans to small business totaling 
slightly more than $2,000,000. The 
average size for all loans was $814. 
Fifty-one percent of the loans were 
for less than $500, 81 per cent were 
for less than $1,000 and 98 per cent 
were less than $5,000. These loans 
were for a variety of purposes—to 
supplement working capital ; to build 
up inventory; to increase produc- 
tion; to buy out partners; to carry 
accounts receivable; for financing 
equipment and machinery; and for 
property repairs, improvements, 
modernization and expansion. 

A member of our staff who was a 
bank examiner for 20 years made an 
analysis of instalment loans to small 


business. He stated that in his 
opinion and from his experience in 
examining banks that the great ma- 
jority of these loans would be con- 
sidered unbankable on a commercial 
basis. It is readily apparent from 
the files that the credit needs of these 
small businessmen could not have 
been soundly met by short-term bank 
credit yet-our experience has been 
very satisfactory on this type of loan. 

However, it is difficult to grasp the 
importance of this new type. of credit 
to small business by citing statistics. 
Only by a study of actual cases does 
the value of this credit to small busi- 
ness become apparent.. The follow- 
ing illustrations are actual case his- 
tories from our files that do not give 
information that would identify the 
borrower or the business: 


Success Stories 


A few years ago a stable, indus- 
trious man who had worked in a 
grocery store some twenty years in- 
quired at the bank how he could se- 
cure an additional $3,000 to pur- 
chase a grocery store. He had saved 
approximately $3,000 and had found 
a store for sale which he believed 
represented an excellent buy, but the 
purchase price of the store was some 
$6,000. The bank made this loan of 
$3,000 repayable in twenty-four 
monthly instalments to finance the 
balance on the purchase of this gro- 
cery store. Today that man owns 
the store, free and clear, has pur- 
chased a home and paid for it, in- 
creased his life insurance program 
and has a net worth today in excess 
of $28,000. 

Five years ago a young man who 
was in business for himself with a 
sales agency approached us for as- 
sistance. His capital was less than 
$1,000 and he was operating from his 
lome. His desire to own and op- 
erate a small business was a distinc- 
tively American characteristic. He 
was industrious, aggressive, and 
knew his line but he needed addi- 
tional funds for equipment and ma- 
terials. Credit was granted first 
with smaller loans repayable out of 
income ; and then as his business pro- 
gressed and warranted it, larger 
loans were extended. The bank has 
extended credit to this individual in 
excess of $100,000 and today he has 
a net worth of more than $60,000. 

In 1942 an expert machinist who 
had gone in business in a small way 
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in an alley garage came to the bank 
for assistance in purchasing a piece 
of equipment. He had only a few 
hundred dollars available to buy a 
machine, yet he had more orders than 
he could fill for a very necessary item 
in war production. The first loan 
made to him was for $1400 repayable 
in 12 monthly instalments. Later 
other loans were made as his busi- 
ness expanded, and eventually he 
had one of the finest small plants in 
Wisconsin in his particular line. 
Today he is not using bank credit 
because he has a net worth in excess 
of $125,000 and is in a very liquid 
position. 

You undoubtedly have many in- 
teresting cases in your own files. 
However, unless we analyze our 
credit files and trace the progress of 
competent small businessmen, as- 
sisted by constructive bank credit, 
we may fail to recognize the out- 
standing service we are rendering in 
this field. 

To illustrate, when you finance a 
delivery truck for a grocery store, 
the balance to be repaid in 15 month- 
ly instalments you have made a term 
loan to small business. When you 
make a modernization loan to re- 
roof a small heating and plumbing 
establishment you have extended 
term credit to small business. When 
you make a personal loan to the 
owner of a small meat market to en- 
able him to discount his bills to the 
wholesalers you have made a capital 
loan to small business. 

At this time it is pertinent to point 
out the benefits of these loans to the 
community, the borrower and the 
bank. 


Advantages to the Community 


1. This type of financing has 
broadened the scope of bank services 
to the community, and in many 
cases... 

2. It enables competent local busi- 
nessmen to obtain necessary credit at 
the local bank instead of depending 
on the good graces of manufacturers, 
wholesalers, or turning to out-of- 
state finance companies. 


Advantages to the Borrower 


These loans solve the credit prob- 
lems and contribute to the success 
of small business concerns which are 
well managed and fundamentally 
credit worthy. 





My VOICEWRITER frees 
weeks of travel-time 
each year for me! 


Says DAN Gerper, President 
GERBER Propucts COMPANY, 
Fremont, Michigan. 
Manufacturers of Baby Foods 






Be fore his secretary arrives at the office, he may 
be off in the company plane “Sky Baby” to New 
York or New Orleans 


But thanks to VOICE WRITING, he can leave 
his voice behind— 

His secretary finds correspondence, instruc- 
tions, memos ready for transcription 


And she saves precious “dictation time,” which 
she uses for important secretarial duties. 


The Edison Electronic VOICEWRITER is always ready to take dictation 
at your convenience. It frees priceless hours for you and your secretary. 
The “executive team” gets more done, more easily, in less time. Get proof 
on your own work—phone Ediphone, your city, or write Thomas A. Edison, 
Incorporated, Dept. Y-10, West Orange, N. J. (In Canada, Thomas A. 
Edison of Canada Ltd., 29-31 Adelaide St. West, Toronto 1, Ontario. ) 


EDISON 
Electronic 
VOICEWRITER 


Product of Ediphone Division, Thomas A. Edison, Incorporated, West Orange, N. J. 
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Advantages to the Bank 


1. These loans enable the bank to 
establish many new desirable cus- 
tomer relationships with capable 
businessmen who would otherwise 
have been forced to go elsewhere 
for necessary credit. 

2. These loans add to the prestige 
of the bank as a progressive, alert 
institution offering constructive 
credit services in step with present- 
day needs. 

3. Contacts developed from these 
loans may lead to even more im- 
portant future business (almost all 
big companies had small begin- 
nings). 

4. These loans bridge the gap 
which has long existed between 
commercial loans on the one hand 
and small personal loans on the 
other. 

5. These loans go a long way 
toward providing the necessary 
credit to preserve small business, and 
we know that adequate credit for 
small business is essential to our 
economy. 

The Committee on Consumer 
Credit and the Small Business Credit 
Commission have been conducting 
a study of term, or instalment credit, 
to small business for the past two 
years. A booklet on instalment loans 
to small business has been in prepa- 
ration and is now at the printers. In 
this booklet an attempt is made to 
familiarize banks with some of the 
qualifications for term lending to 
small business emphasizing the use of 
the philosophies and techniques of in- 
stalment credit. We believe that by 
the adoption of this new credit phil- 
osophy and techniques, banks will be 
able to loan on a safer, sounder, 
broader and more profitable basis to 
small business. 

In addition this type of lending 
creates new capital, new business, 
jobs and opportunities. 

A’ more than 8,000 banks have 
indicated that they will make instal- 
ment loans to small business this 
means that American businessmen 
may look forward to even more help- 
ful constructive credit service from 
the banks of the nation. . 

It is traditional in banking that 
we constantly improve our methods 
and our service. We know that we 
cannot do today’s job with yester- 
day’s methods and be in business to- 
morrow. So hats off to the past and 
coats off for the future. 
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National Officers, Directors and 


Committees 


We take pleasure in listing below the names and addresses of the men 
who have accepted appointment to the various National Committees. 


President 


E. L. Blaine, Jr., 
Peoples National Bank 
of Washington 
1414 Fourth Ave., 
Seattle, Wash. 


Vice-Presidents 


Joseph Rubanow 
Manufacturers Trust Co. 
681 Eighth Ave. 

New York 18, N. Y. 


Directors 


Charles W. Adams 
John W. Graham & Co. 
707 Sprague Ave. 
Spokane 6, Wash. 


Fred S. Bennett 


The Aluminum Cooking Utensil Co. 


New Kensington, Pa. 


F. W. Black 
Swift & Company 
S. San Francisco, Calif. 


Miss Mary E. Curran 

Jones, McDuffee & Stratton Corp. 
640 Commonwealth Ave. 

Boston 15, Mass. 


Nat S. Davis 

Bohemian Distributing Co. Inc. 
2254 East 49th St. 

Los Angeles II, Calif. 


Harry -J. Delaney 
Meinhard, Greeff & Co. Inc: 
51 Madison Ave. 

New York 10, N. Y. 


Otto E. Dreutzer 

The Alms & Doepke Co. 
Central Parkway 
Cincinnati, Ohio 


Charles E. Fernald 
Fernald & Co. 
1737 Chestnut St. 
Philadelphia 3, Pa. 


Russell C. Flom 
The Marathon Corporation 
Menasha, Wis. 


Miss Bess R. Havens 

First National Bank 
Chenango St., P. O. Box 1109 
Binghamton, N. Y. 


F. Clifford Heath 
Sealright Co. Inc. 


Harry J. Offer 

The Detroit Edison Co. 
2000 Third St. 

Detroit 26, Mich. 


Frank A. Dudley 
General Grocery Co. 
45 S. E. Ash St. 
Portland 14, Ore. 


Fulton, N. Y. 


C. C. Heitmann 
Armour & Company 
Fort Worth, Texas 


T. B. Hendrick 

Collins, Dietz, Morris Co. 
1 W. Main St. 
Oklahoma City 1, Okla. 


John E. Hoff 
Klearfax Linen Looms, Inc. 
Duluth 7, Minn. 


Harry C. Jackson 
American Hardware Corp. 
P. O. Box 1324 

New Britain, Conn. 


Hugh F. B. Kerr 

R. W. Norris & Sons 
342 N. Gay St. 
Baltimore 3, Md. 


G. C. Klippel 

Van Camp Hardware & Iron Co. 
401 W. Maryland St. 

Indianapolis 6, Ind. 


H. C. Morey 
Stearns-Roger Mfg. Co. 
1720 California St. 
Denver 12, Colo. 


George H. Nippert 

The Procter & Gamble Distributing Co. 
53 W. Jackson Blvd. 

Chicago 4, IIl. 


C. C. Rickhoff 
The Rath Packing Co. 
Waterloo, Iowa 


E. N. Ronnau 

Cook Paint & Varnish Co. 
P. O. Box 389 

Kansas City, Mo. 


Arthur E. Slack 
I. W. Phillips & Co. 
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Morgan & Bell Sts. 
P. O. Box 400 
Tampa, Fla. 


kK. Calvin Sommer 

The Youngstown Sheet & Tube Co. 
Stambaugh Bldg. 

Youngstown, Ohio 


Paul J. Viall 
The Chattanooga Medicine Co. 
Chattanooga 9, Tenn. 


Administrative Committee 


Edward L. Blaine, Jr. (Chairman) 
Peoples National Bank of Washington 
1414 Fourth Avenue 

Seattle 11, Wash. 


Joseph Rubanow 
Manufacturers Trust Co. 
681 Eighth Avenue 

New York 18, N. Y. 


Harry J. Offer 

The Detroit Edison Co. 
2000 Third St. 

Detroit 26, Mich. 


Frank A. Dudley 
General Grocery Co. 
45 S. E. Ash St., 
Portland 14, Ore. 


Charles E. Fernald 
Fernald & Company 

1717 Chestnut St. 
Philadelphia 3, Pa. 
National Membership Executive 
Committee 


Chairman 


C. Callaway, Jr. 
Crystal Springs Bleachery 
Chickamauga, Ga. 


Vice-Chairman 


Les Fishbeck 

Coast Packing Company 
3275 E. Vernon St. 

Los Angeles 11, California 


Divisional Vice-Chairmen 


Joseph Rubanow (East) 
Manufacturers Trust Co. 
681 Eighth Avenue 

New York 18, N. Y. 


Harry Offer (Central) 
The Detroit Edison Co. 
2000 2nd Avenue 
Detroit 26, Mich. 


Frank A. Dudley (West) 
General Grocery Co. 
Portland 14, Oregon 


Howard S. Almy 
Collyer Insulated Wire Co. Inc., 
Pawtucket, Rhode Island 


Harry H. Snyder 

American Chain & Cable Co. Inc., 
929 Connecticut Avenue 

Bridgeport 2, Conn. 


Ralph L. Smith 
Pyrene Mfg. Company 
Newark 8, N. J. 


J. L. Adkins, 
Remington Rand Inc., 
Buffalo 5, N. Y. 


William G. Gornto 
National Bank of Commerce 


Norfolk 10, Va. 


J. Wm. Lerner 
Harshaw Chemical Co. 
1945 E. 97th St. 
Cleveland 6. Ohio 


B. E. Walker 
C. M. McClung Co. 





Highlights 


IN INSURANCE HISTORY 
























Me 
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MEN atk , 
Wea) National Union 


PITTSBURGH ; 


Knoxville 24, Tenn. 


J. Tom Smith 
Rosenfeld Co., 

221 Ivy St. N. E., 
Atlanta, Ga. 


H. M. Kessler 
The Standard Printing Co., 
Louisville 1, Ky. 


A. F. Zoellner 
John K. Burch Co. 
Grand Rapids 2, Mich. 


D. A. Grant, 
Socony-Vacuum Corp., 
59 E. Van Buren St., 
Chicago 5, IIl. 





The first insurance companies did busi- 
ness over the counter, then, as the busi- 
ness grew, men were hired to collect 
renewal premiums. These men had to 
cover such a wide area in their collec- 
tion work they soon became known as 
“walkers.” Later regular company clerks 
were employed to do this walking work. 
The first efforts to establish agents out- 
side London began in 1710, when Joseph 
Freeman, Coffee Seller, was appointed 
an agent at Stratford-on-Avon. Business 
letters written by London agents in 1800 
often suggested that the agent would 
“desire the favor of drinking a glass of 
wine” with the prospect. The following 
statement was found in 1727: “The 
Agent must be someone who is diligent 
and punctual in correspondence, and 
that has an interest and rides about 
the country.” 


NATIONAL UNION and BIRMINGHAM 
Agents are both diligent and punctual in corre- 
spondence; also, their production 
records show they have plenty of 
interests and the ability to get 
around to the right places. 


and Birmingham 
FIRE INSURANCE COMPANIES 
a. PENNSYLVANIA 
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Dewey Walker 
Mid-Continent Petroleum Corp., 
Terre Haute, Indiana 


Victor C. Eggerding 
Gaylord Container Corp., 
St. Louis 1, Mo. 


Leo M. Sweesy 
Jacob R. Decker & Son 
Mason City, Iowa 


Cliff C. Smith 
Bernard Baskin, Inc. 
Minneapolis 15, Minn. 


Leo E. Jones 
Arkansas Fuel Oil Co. 
P. O. Box 1734 
Shreveport 4, La. 


A. R. Gilmore 
Sherwin Williams Co. 
Dallas 1, Texas 


Miss Annie Porter 
Santa Fe Builders Supply Co. 
Santa Fe, N. M. 


Alexander Turnbull 
Butler Paper Co., 
Denver 17, Colo. 


Earl Wilkinson 
First National Bank 
Portland 8, Oregon 


Miss Lillian Guth 
Emerson-New York, Inc. 
111 Eighth Avenue 
New York 11, N. Y. 


National Credit Education 
Committee 


Mr. Joseph Rubanow, (Chairman) 
Manufacturers Trust Co. 

681 Eighth Avenue 

New York, N. Y. 


Mr. Charles.C. Combest 
Ades-Lexington Dry Goods Co. 
Lexington, Kentucky 


Mr. Edwin T. Dugan 
Wm. Iselin & Co. 
357 4th Ave. 

New York, N. Y. 


Mr. Howard S. Almy 
Assistant Secretary 

Collyer Insulated Wire Co. 
P. O. Box 61 

Pawtucket, R. I. 


Mr. Paul B. Willis 
Whitaker Paper Co. 
641 Whitehall St., S. W. 
Atlanta, Ga. 


Mr. Henry Meyer 
First National Bank 
Light & Redwood Sts. 
Baltimore, Md. 


Mr. S. G. Jones 


National Newark & Essex Banking Co. 


744 Broad St., 
Newark 2, N. J. 
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Mr. C. B. Pierson, Credit Manager 
Harper & Reynolds Corp. 

P. O. Box III 

Los Angeles 53, Cal. 


Mr. Lawrence F. Sullivan 
Register & Tribune Co. 
Des Moines, Iowa 


Mr. Joseph A. Kennedy 
Electric Storage Battery Co. 
Philadelphia, Pennsylvania 


Mr. J. Franklin Smith 
Monsanto Chemical Company 
Everett, Massachusetts 


Mr. T. A. Shaw, Credit Manager 
Modern Appliance and Supply Co. Inc. 
4300 Washington Avenue 

New Orleans 19, Louisiana 


Mr. G. C. Klippel 

Van Camp Hardware & Iron Co. 
401 W. Maryland St. 
Indianapolis, Ind. 


Mr. O. H. Berryman 
John Pritzlaff Hardware Co. 
Milwaukee, Wisconsin 


Mr. Frank K. Griesinger 
Credit Manager 

Lincoln Electric Co. 
12818 Coit Rd. 
Cleveland 1, Ohio 


Mr. Ivan L. Hillman 
Dravo Corporation 
300 Penn Avenue 
Pittsburgh 22, Pa. 


National Legislative Committee 


Chairman 


Charles B. Rairdon 
Owens-Illinois Glass Co. 
Ohio Building 

Toledo, Ohio 


Committee Members and Districts 


i i — (Maine, Vermont, New 
District I Hampshire, Massachusetts, 
Rhode Island, and Con- 

necticut) 


John T. Barrett 
Henry G. Thompson & Son Co. 
New Haven, Connecticut 


E. William Lane 
American Screw Co. 

21 Stevens Street 
Providence, Rhode Island 


District II — Sond York and New Jer- 
sey 


Irwin H. Raunick 
Fairmont Creamery Co. 
197 Scott Street 
Buffalo 4, New York 


Harry J. Delaney 
Meinhard Greeff & Co. 
51 Madison Avenue 

New York 10, New York 


District III — (Pennsylvania and Dela 
ware) 


Walter Churchill 
Williams & Co. Inc. 

901 Pennsylvania Avenue 
Pittsburgh, Pennsylvania 


A. E. Southgate 

The Philadelphia and Reading Coal and 
Iron Co. 

Reading Terminal 

Philadelphia 5, Pennsylvania 


District IV — (Ohio and Michigan) 


Charles S. MacDonald 
Standard Oil Company 
1260 Butterworth S. W. 
Grand Rapids, Michigan 


Paul F. Smalley 
Andrews Steel Company 
Newport, Kentucky 


Lucas Miel 

Commercial Steel Treating ‘Co. 
6100 Tireman Avenue 

Detroit 4, Michigan 


i i — (Maryland, West Virginia, 
District V Virginia and North Caro- 
lina) 


Norfolk, Virginia 


i i — (Georgia, Florida, Alabama 
District VI — Carolina, and Louisi- 
ana 


Leo E. Jones 

Arkansas Fuel Oil Co. 
Alattery Building 
Shreveport, Louisiana 


J. R. Hagen 

Westinghouse Electric Supply Co. 
37 South Hogan Street 
Jacksonville, Florida 


J. W. Hamilton 

Steel City Supply Co. 

2427 First Ave. North 
Birmingham, Alabama 


District VI [—(Kentucky and Tennessee) 


Paul J. Viall 
Chattanooga Medicine Co. 
Chattanooga 9, Tennessee 


District VII] —(/diana and Illinois) 


G. B. Sturtz 

Joslyn Mfg. & Supply Co. 
20 N. Wacker Drive 
Chicago 6, Illinois 


A. W. Macy 

Indianapolis Glove Company 
430 Park Avenue 
Indianapolis 6, Indiana 


i i — (Missouri, Arkansas and 
District IX Oklahoma) 


H. E. Bucher 
Graybar Electric Co., Inc. 
2642 Washington Avenue 
St. Louis, Missouri 
(Continued on page 39) 
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THE CREDIT EXECUTIVE’S LIBRARY 


A Monthly Review of Timely Books 


Each month through this column 
books are suggested that are likely 
to be of interest and value to credit 
executives. Not all suggestions have 
to do with the technical aspects of 
credit and financial management. 
Only those books are suggested that 
will contribute to the broadening of 
the knowledge and skills of execu- 
tives. 


Philosophy of Organization by 
Norman B. Schreiber. Published 
by A. Kroch and Son, Chicago, 
Ill. 1942. $2.50. 

The author is a management en- 
gineer and a member of the lecture 
staff of the Illinois Institute of Tech- 
nology, and writes with authority 
backed by rich and varied experi- 
ence. The book is a compilation of 
the contribution of thought of lead- 
ing authorities in scientific manage- 
ment. It was written primarily to 
give the reader a clear understand- 
ing of the basic principles of sound 
business management. Account is 
taken of the shift we have under- 
gone in the relationship of money 
and management, and of the condi- 
tions of world unrest which today 
are bringing about daily alterations 
in the balance between manage- 
ment, labor and government. The 
executive will find much food for 
provocative thought in those sec- 
tions of the book dealing with or- 
ganization, administration, planning, 
organizing, co-ordination, control, 
authority, policy, relationships, and 
organizational structure. The credit 
and financial executive will gather 
from the reading of this book a 
better understanding of the elements 
involved in a well-organized and 
soundly administered business enter- 
prise. 


Supervising People by George D. 
Halsey. Published by Harper and 
Brothers, New York. 1946. $3.00. 
This is a book that executives 

may pass on to junior executives 

and supervisors for profitable study 
to be used as the basis for discussion 
with other supervisors. The book 


by DR..CARL D. SMITH 


Director, National Institute of Credit 


deals with the practical aspects of 
supervision and commonplace prob- 
lems that confront the supervisor. 
The author is an_ experienced 
personnel executive and has pre- 
sented in an effective and straight- 
forward manner all of the important 
phases of supervision which can be 
improved upon by study and ap- 
plication. His treatment of the na- 
ture of supervision, the qualities es- 
sential to success as a supervisor, 
and the problems of understanding 
human behavior and employee re- 
actions are well worth the cost of 
the book to any executive. The role 
of the supervisor as a teacher and 
a counsellor, and of his responsi- 
bility in handling problem situations 
and developing morale are most ef- 
fectively developed. The suggested 
program for one’s development in 
the art of supervising people pro- 
vides an excellent guide for the per- 
sonal improvement of the super- 
visor. : 


Business Leadership in the Large 
Corporation by R. A. Gordon. 
Published by The Brookings In- 
stitution, Washington, D. C. 1945. 
$3.00. 

Here is a 350 page treatment in 
which the author seeks to think 
through with the businessman the 
far-reaching influences of corporate 
life and its management upon the 
economic performance of business 
enterprises. The over-all purpose 
and operational functions of big 
business corporations are  con- 
sidered, in relation to the commonly 
accepted designation of business, as 
“private enterprise.” In Part I the 
reader is introduced to the present 
corporate setting for business leader- 
ship and how this leadership is put 
into practice through the diffusion 
of authority, the making of decisions 
and control by “interest” groups. 
Business leadership is outlined in 
Part II by portraying the role of 
the chief executive, the board of di- 
rectors, the stockholders, financial 
groups, government, and other in- 
terest groups in effecting decisions 
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and influence. Financial and non- 
financial incentives to leadership and 
the professionalization of business 
leadership are interestingly pre- 
sented as the concluding section of 
the book, Part III. Ample factual 
data have been provided throughout 
so that the reader always has avail- 
able adequate proof for all the basic 
principles outlined by the author. 
This is not an easy book to read 
and many executives may consider 
it tedious and commonplace in 
certain sections, by reason of their 
familiarity with the facts and illus- 
trations used. If the executive will 
read it with an open mind and with 
a view to weighing leadership in 
his own organization against the 
basic factors presented by Dr. Gor- 
don, he will find the reading emi- 
nently worth while. 
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HE progressive Spirit of ’46 
materializes in tomorrow’s 
pattern for living ...in functional 
design, domestic improvement, 
advanced comfort. It is expressed, 
too, in the architecture of tomor- 
row’s insurance...in the func- 
tional methods, improved facili- 
ties, advanced services of Illinois’ 
oldest and largest fire insurance 
companies. 
Henceforth, when placing your 
property insurance specify to your 
broker or agent these modern 
time-tested “home” companies. 


MILLERS NATIONAL 


Insurance Company 


ILLINOIS FIRE 


Insurance Company 
HOME OFFICE: CHICAGO 
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WARNING 


Advance sales of the 1947 Edition of Credit Manual of Commercial 
Laws indicate that the limited edition of the Credit Man’s Legal Hand- 
book may be soi? out even before publication. So this early warn- 
ing is given that you may be disappointed if you delay placing your 


order. 


Special Prepublication Price 


to NACM Members 


$5.25 Postage Paid 


(Regular Price $7.00) 


The 1947 Edition has been completely revised to give you prompt in- 


formation on how to safeguard Sales and protect Profits. 
MAIL YOUR ORDER TODAY 
Publications Department 


NATIONAL ASSOCIATION OF CREDIT MEN 
One Park Ave. New York 16, N. Y. 
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"NACM NEWS | 


About Credit Leaders 


Membership Is 
Goal of Royal 
Order of Zebras 


What is a Zebra? All those Zebras 
who have just grabbed their pens to write 
a fierce, “everybody-knows-what-a-Zebra- 
is” letter can just put their pens right 
down again, for apparently there are 
people who are hazy about the subject. 

It is fairly safe to say that when the 
Zebras were founded they had little idea 
that their order would be as permanent 
or widespread as it is. It all started toward 
the end of 1933, when the Los Angeles 
Credit Men’s Association was preparing to 
be the hosts for the 1934 conference. It 
was felt at that time that if a convention 
was to be a smooth-running affair there 
had to be a group of men who would 
whole-heartedly and efficiently get things 
done. Such a group was recruited, and 
for fun they called themselves the Royal 
Order of Zebras. 

The Zebras acquitted themselves with 


LEADERS IN THE 
MEMBERSHIP RACE 
As of September 30, 1946 
September Total Pct 
Net Grain Sept. 30 Gain 


CLASS A 
SAN 

FRANCISCO .. 15 993 106.54 
Louisville ........ 9 1009 103.59 
Los Angeles ...... 18 1240 103.16 
CLASS B 
CINCINNATI... 9 484 110. 
Baltimore ........ 10 443 108.84 
Oakland ......... 6 340 107.93 
CLASS C 
SAN DIEGO .... 12 242 114.15 
Memphis ......... 2 203 104.63 
Aes es eats 2 231 104.52 
CLASS D 
BL, PASO........5 3 114 110.67 
ee 7 171 108.22 
‘Washington ...... 0 108 104.85 
CLASS E 
TERRE HAUTE 3 57 123.91 
Amarillo: ......... 2 79 123.43 
Honolulu ......... 0 99 112.5 
CLASS F 
CHARLOTTE .. 2 45 128.57 
NE 8s hcdoink views 3 24 126.31 
PURER oe bya se 2 22 110. 


distinction, for the 1934 convention was a 
polished performance indeed. After it was 
over, the Zebras were reluctant to disband ; 
instead they expanded, and devoted them- 
selves to the increase of membership in 
the NACM. Les Fishbeck, Grand Exalted 
Super Zeb explains the Zebras’ aims in 
a recent letter: 

“The Royal Order of Zebras is a secret 
fraternad Organization of the National 
Association of Credit Men. It consists of 
local Herds of Zebras located in cities 
where associations of credit men, affiliated 
with the National organization, are exis- 
tent. It is one of the few, if not the only, 
Fraternal organization in which money 
is no consideration for entrance. The first, 
broad, fundamental premise of our Order 
is to stimulate membership activity in our 
Credit Men’s Association, and the only 
way a Zebra can enter our order or main- 
tain his membership is by securing one or 
more new members each year. 

“Wherever you find a Zebra near, you 
will find its members active not only in 
membership promotion, but also occupying 
positions of responsibility directing the 
policies and activities of their National 
Association of Credit Men Affiliate. 

“Withal, this engendered enthusiasm 
and spirit of service towards our National 
Association of Credit Men’s policies has 
built up a close, fraternal bond of Fellow- 
ship amongst its members. 

“We want to grow and expand our serv- 
ice program towards our National Associ- 
ation of Credit Men and its‘ affiliated 
units, and in promoting membership and 
service activities we hope to make an ever- 
increasing, worthwhile contribution to- 
wards our Association’s vital program in 
the preserving and building up of the 
credit assets of the Nation’s business.” 


Dr. Alfred C. Neal Talks 
on Present Situation 
to Boston Association 


Boston: The Boston Credit Men’s As- 
sociation’s September meeting was high- 
lighted by a talk by Dr. Alfred C. Neal, 
Director of Research, Federal Reserve 
Bank of Boston. 

Taking as his subject “The Current 
Business Situation”, Dr. Neal gave an 
authoritative analysis of the information 
which he is in a position to obtain. 

Dr. Neal has had a distinguished career 
in both the academic and business worlds 
having been assistant professor of Eco- 
nomics at Brown University and Assistant 
War Goods Price Coordinator for the 
OPA. 
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Association Activities 


NIC Chapters 
Plan Ambitious 
Fall Programs 


There is real evidence that this year 
is to be an unusually active one in the 
various chapters of the National Institute 
of Credit. Education Committees have 
been hard at work during the summer 
months, arranging programmes, procuring 
instructors and enrolling students. Re- 
ports reaching the National Office from 
all parts of the country show an increas- 
ing interest in Credit Education. 

Some Chapters are lucky enough to 
have thoroughly qualified teachers as 
members. Others are in university cities 
and have secured the complete coopera- 
tion of the colleges. Some combine the 
advantages of the member-instructor and 
the college facilities. 

One such is Baltimore. The classes 
commenced on October 4th at Johns Hop- 
kins University, with the instruction of 
George T. Brian, Jr., Credit Executive 
for Noxzema Chemical Company, and 
himself a Fellow of the National Insti- 
tute of Credit. Johns Hopkins has ac- 
cepted the courses for credit towards a 
degree. 

Pittsburgh, too, has the cooperation of 
a fine college and the services of in- 
structor-members. Messrs. Ivan L. Hill- 
man, whom readers will remember as 
a contributor to this magazine; P. O. 
Eitel and Robert Miller are conducting 
three courses at Duquesne on Credit Man- 
agement, Problems of Credit Management 
and Financial Statement Analysis. Regis- 
tration was completed on September 16. 

Another Chapter which is taking ad- 
vantage of the college facilities of the city 
is Toledo. Three courses — Finance, 
Marketing and Accounting—are already 
under way. Again satisfactory completion 
of the courses brings credit in both NIC 
and the University. 

Kansas City will feature two courses, 
in Credit and Collections and Business 
Letter-Writing. In this case the entire 
effort is assumed by the Chapter, the in- 
struction being in the hands of Harry L. 
Wuerth, of the Commerce Trust Co., 
and Kenneth McAlpine, of the H. T. 
Poindexter Co. 

Milwaukee, too, is running its own 


‘ classes in the Auditorium of the Mil- 


waukee Gas Light Company. Other chap- 
ters have equally ambitions programs in 
progress or planned, news of which will 
be announced soon. 
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Philadelphia will use the facilities of 
Temple University and the services of its 
members. Wesley N. Jobe of Wm. Mont- 
gomery Co. will give a series of lectures 
on Credits and Collections, and Henry E. 
Everding of the Atlantic Refining Co. will 
be the instructor in Credit Problems and 
Statement Analysis. 

New York is doing the opposite of 
everyone else. They use their own meet- 
ing place, but draw on the services of 
Professors A. F. Chapin, O. P. Robinson, 
Wilbur K. McKee, John F. Sullivan and 
Herbert K. Baskin. Five courses are 
being offered this season, in Credits and 
Collections, Marketing and Merchandis- 
ing, Business English, Accounting and 
Advanced Credit Problems. 


Chicago to Hear 
Henry H. Heimann 


at Fall Meeting 


Chicago: Henry H. Heimann, Treas- 
urer and Executive Manager of the 
National Association of Credit Men, will 
be the chief speaker at the annual fall 
dinner meeting of the Chicago Associa- 
tion of Credit Men, Wednesday evening, 
October 23. 

The dinner will be held in the Gold 
Room of the Congress Hotel. C. W. 
Dittmar, Crane Company, President of 
the Association, will preside. Guests of 
honor at the speaker’s table will be the 
Officers and Directors of the National 
Association who are to hold their fall 
meeting in Chicago at that time. 


Boston NIC Chapter 
Opening Meeting Hears 
Educational Director 


Boston: The opening meeting of the 
1946-1947 season of the Boston Chap- 
ter, National Institute of Credit, was 
held Thursday, September 26, with a 
record attendance. Dr. Carl D. Smith, 
Director of Education, NACM, was guest 
speaker and his subject was “Your De- 
velopment as a Successful Credit Man.” 

The next meeting will be Thursday, 
October 24. Mr. Laurence S. Day, 
Credit Manager, W. F. Schrafft & Sons 
Corp. and President of the Boston Credit 
Men’s Association, is scheduled to speak 
on “The Financial Factor in Credit Anal- 
ysis.” 


Grand Rapids: It is with deep regret 
that the Grand Rapids Association of 
Credit Men reports the death of Mrs. 
Edith Moore. Mrs. Moore was an in- 
valuable member of the Grand Rapids 
Staff, to which she gave unstintingly of 
her time for over 20 years. Especially 
will she be missed by the Credit Women’s 
Group for whom she put in many hours 
of her own time. 
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Southwest Credit 
Men’s Conference 
Held in Houston 


Houston: The Southwest Credit Con- 
ference was called to order at 9:30 in the 
morning of Friday, September 20, at the 
Rice Hotel by Mr. W. L. Holmes, Gen- 
eral Chairman. 

Friday morning was devoted to an 
address of welcome by the Mayor of 
Houston and three talks, one by J. A. 
Phillips of Houston on the Effect of 
Federal Taxes on Credit, one by E. B. 
Stroud of Dallas on Par Clearance, and 
one by K. R. Bailey of Houston, on the 
effect of Labor Relations on Credit. At 
the luncheon Mr. David A. Weir, Assist- 
ant Executive Manager of NACM, 
delivered an address on “Stormy C’s.” 
After luncheon the Conference split up 
into various group meetings; following 
the meetings a banquet was held, the 
feature of which was a speech on Texas 
by L. W. Kemp, of The Texas Co., 
Houston. The Saturday morning session 
featured a talk on Evaluating the Credit 
Risk by H. T. Biar of Dallas, following 
which National Director, C. C. Heitmann, 
spoke on your local Association and 
David A. Weir, Assistant Executive 
Manager of NACM, described the work- 
ings of the National. 


““Get-Together Meeting” A 
Success at South Bend 


South Bend: The South Bend Associa- 
tion of Credit Men started the new season 
on Tuesday, September 17, with a “Mixer” 
program: at the Morris Park Country 
Club. 

Four nationally ranked players gave an 
exhibition of how table tennis should be 
played, Mr. Dick Buck of Logansport pre- 
sented a half-hour of Magic and a dutch 
lunch was served at 10 p.m. 

The October meeting is planned for 
Monday, October 21. 


Interstate Credit 
Men Celebrate 
Golden Jubilee 


Sioux City: The Interstate Associa- 
tion of Credit Men is fifty years old this 
year. To celebrate this gala occasion a 
party was held at the home of one of its 
members, the Roberts Dairy Hall. 

The evening got under way at six with 
“refreshments,” followed by a chicken din- 
ner and two movies, “Lets go fishing” 
and “Lets go fishing again.” A Bendix 
radio in white plastic was given away as a 
door prize. 

All the Past Presidents of the Associa- 
tion, ten in all, were invited. These gentle- 
men are no longer connected with member 
firms, but all are Honorary members, who 
have the privilege of attending all meetings 
without cost. 


District Two 
Perfects Plans 
for Conference 


Rochester: Since the trucking strike 
shows no signs of settling itself it is quite 
possible that the Tri-State Conference of 
District Two will be over by the time 
this issue reaches its readers. However, 
fearing not but trusting in Providence, as 
we were brought up to do, we assume 
that all will be well and that the con- 
ference will still be a thing of the fu- 
ture. 

The program is shaping up well and 
the talent to be assembled is far from 
mediocre. The general chairman of the 
conference is Alfred F. Janus, Coun- 
cillor of the Rochester Association of 
Credit Men. 

The first speaker at the morning ses- 
sion on October 18 will be Dr. John 
Abersold, Professor of Industry at the 
Wharton School of Business, University 
of Pennsylvania, who has recently re- 
turned from Japan where he has been as- 
sisting in the re-organization of the 
Japanese economy. At the same session 
Lewis Schellbach, economist and manag- 
ing editor of stock advisory services, 
Standard & Poor’s Corp., will speak on 
“The Boom Is Here—What Next?” 

Henry H. Heimann, executive manager 
of the NACM, will be the speaker at the 
Presidents’ luncheon that day, where 
presidents of all the associations partici- 
pating are guests. 

At the Afternoon session, Dr. Kenneth 
C. D. Hickman, Vice-President and Di- 
rector of research of Distillation Prod- 
ucts, Inc., will talk on the Management 
of Science. Mortimer J. Davis, assistant 
executive manager of the NYCMA, will 
also address that meeting on the subject 
of “Some Aspects of Business Legisla- 
tion.” 

The banquet in the evening will be ad- 
dressed by Frank E. Gannett, President 
of the Gannett Newspapers, who recently 
returned from an extended tour through 
Europe. 

The following day, October 19, will 
start with a Credit Women’s breakfast. 
From 9 to 11 the various trade groups 
will meet, and there will also be a round- 
table discussion on the subject of dis- 
counts and other credit problems. Wilbur 
Ward, Vice-President of the National 
City Bank of New York, will close the 
session with an address on “Export or 
Foreign Trade?” 


Philadelphia: The Philadelphia Credit 
Women’s Club held their September 
meeting at the New Century Club. 

Miss Roseanne Cusak, of Transconti- 
nental and Wesern Air, Inc., spoke on 
air travel, after which a movie “Winged 
Horizon” was shown. Miss Cusak is an 
interesting speaker, and her enthusiasm 
kept her audience in the clouds. 
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Los Angeles Opening 
Meeting Addressed by 
Blaine and Heimann 


Los Angeles: The inaugural meeting 
was held at the Biltmore Hotel Ballroom 
on the evening of September 19th. The 
following new officers were inducted: 
President, L. J. Ashby, McKesson and 
Robbins, Inc.; First Vice-President, H. E. 
McManigal, Summers Mfg. Co.; Second 
Vice-President, Lester Fishbeck, Coast 
Packing Co.; Treasurer, Fred A. Cates, 
Arden Farms, Inc.; Secretary-Manager, 
A. D. Johnson. 

Following President Ashby’s speech of 
acceptance, Lester Fishbeck, Grand Ex- 
alted Superzeb, presented to Superzeb 
John Trott of the Los Angeles Herd, a 
beautiful loving cup. This trophy, won by 
the Los Angeles Herd in the National 
Zebra Membership race, will be passed 
on to next year’s winner at the New York 
convention. ; 

National president, Ed. L. Blaine, Jr. 
was then introduced. His splendid talk 
awakened all present to the privileges and 
benefits they were enjoying also to their 
responsibilities as members of our rapidly 
expanding National Association. 

Executive Manager, Henry Heimann, 
the co-attraction with President Blaine, 
was in rare form—we of course attribute 
some of this to the exhilirating effects of 
our climate.’ His subject “Business Prob- 
lems in the Post-War Period” was covered 
in his usual masterful manner. Post- 
meeting comments by the executives and 
credit executives present indicated their 
appreciation and that his message was in- 
deed food for thought. 


Kansas City ACM 
Plans for Weighty 
Legislative Work 


Kansas City: With the adoption of 
Missouri’s new constitution, practically 
the entire statuory law has been changed. 
The Kansas City Association of Credit 
Men is hopeful that in the early part of 
1947 all changes will be in such form 
that they may know just what the statu- 
tory law is! But whatever happens, the 
legislative committee is expecting a very 
heavy schedule of business. 

One of the functions of the Associa- 
tion, through J. N. Ham, Executive Man- 
ager, and the legislative committee, will 
be to screen the many bills introduced 
into the State Legislature and +o call 
to the attention of members those bills 
bearing upon Credit, business, taxation 
and insurance. 

One of the questions that will probably 
exercise the committee will be a par clear- 
ance law for Missouri. Organization of 
the non-par bankers is strong and the 


passing of such legislation is not expected- 


to be easy ; however, efforts are constantly 
being made to persuade the non-par banks 
to change their system voluntarily. 


Detroit Credit Man 
Receives Executive 
Vice-Presidency 


Detroit: Don W. Squire has been elec- 
ted Executive Vice-President of the Mich- 
igan Bank. He has been Vice-President 
in charge of operations since 1943 and 
a Director since April, 1944. 

Mr. Squire, who served as a Ist Lieu- 
tenant in World War I, has been active 
in Credit work for many years, includ- 
ing three in Australia, where he was sent 
to organize and operate Industrial Ac- 
ceptance Corporation, Ltd. He is a mem- 
ber of the Detroit Association of Credit 
Men. 


Big Tri-State 
Conference Held 
In Cedar Rapids 


A tri-state credit conference of the Na- 
tional Association of Credit Men was 
held in Cedar Rapids, October 10 and 
11. The conclave attracted between 250 
and 300 delegates from Nebraska, South 
Dakota and Iowa. The Cedar Rapids 
Association of Credit Men was host for 
the meeting, held at the Montrose Hotel. 

Highlight of the conference was the 
appearance of E. L. Blaine, Jr., of Seattle, 
President of the National Association and 
Henry H. Heimann, Executive Manager 
of the organization. 

It was the first time in many years, 
possibly in the organization’s history, 
that both the national president and execu- 
tive manager attended this tri-state con- 
ference. 

Mr. Blaine spoke on October 10, at the 
opening session, and also gave a short 
talk at the banquet, October 11, at which 
time Mr. Heimann gave the main talk 
of the evening. 


New NACM Plaque 
Is Now Ready to 
Go into Production 


Orders are now being received for the 
new wall plaque to be hung in the offices 
of members of the NACM, which has 
been under consideration for some time. 
The plaque, the design of which received 
unanimous endorsement by the Secretary- 
Managers at French Lick, would be a 
black and gold thermoplastic sign, 5 x 
8% inches, with all lettering and border 
highly embossed over a stippled back- 
ground. All lettering to be gold and the 
entire piece being lacquered for protection 
against any possibility of the gold tar- 
nishing. 

The plaques, according to E. B. Moran, 
Manager of the Central Division of. the 
NACM, who has spent much time track- 
ing down a satisfactory manufacturer 
would be uniform for all Associations and 
would bear the legend “Member, National 
Association of Credit Men”. 
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Chicago Offers New 
Intensive Course in 
Insurance Matters 


Chicago: Realizing the importance of 
Insurance in the field of credit, the Chi- 
cago Association of Credit Men has ar- 
ranged a course of lectures on the subject, 
covering the various phases of insurance 
in general. The course is under the direc- 
tion of the Insurance Committee of the 
Association, of which William F. Sherrill, 
Nutrine Candy Co., is chairman, and W. 
J. Hindman, Lumbermens’ Casualty Co., 
vice-chairman. The course will be held 
in Association headquarters on five con- 
secutive Mondays, closing on Tuesday, 
November 12, with a dinner and a dis- 
cussion panel. 

Well known insurance executives rep- 
resenting leading companies in their re- 
spective fields will be the speakers. Sub- 
jects to be covered in the course include: 

Automobile and General Liability 

Compensation and misc. Casualty 

Bonds—Fidelity and Surety 

Fire Insurance—Income Contracts 

Inland Marine Insurance 

Life Coverage Affecting Business 

Tuition for the entire course, including 
the dinner, is $10, a reasonable fee indeed, 
which includes stenographic reports of all 
lectures and the panel discussion. 

Chicago and Northwestern University 
have joined forces to provide courses in 
Finance.and Banking, Economics and Ac- 
counting. -In addition to the University 
classes, special study groups are being 
organized under the direction of selected 
members of the Association to discuss and 
make applicable to credit the subjects 
taken by the students. 

President Dittmar also announces that 
the Educational Committee is preparing 
the Association’s annual course for credit 
executives, both for seniors who desire a 
refresher course and for juniors who plan 
to study the fundamentals of credit and 
collections. As usual the speakers will 
be members of the Association with up-to- 
date experience in credit and financial 
management. The complete program will 
be announced at an early date. 


Trucking Situation Is 
Discussed By Authority 
At Philadelphia Meeting 


Philadelphia: The Credit Men’s Asso- 
ciation of Eastern Pennsylvania opened 
its fall program on Thursday, September 
19, with a dinner meeting at the Bellevue- 
Stratford. The speaker was Ted V. 
Rogers, President of the American Truck- 
ing Associations. 

Mr. Rogers is an authority on practi- 
cally everything relating to trucking—one 
of America’s youngest and fastest-growing 
industries. Last year he travelled more 
than 100,000 miles, mostly by plane but 
sometimes by truck, to address ATA 
State Associations, various traffic groups, 
Chambers of Commerce, and Credit Asso- 
ciations. He spoke on the economic posi- 
tion of the motor carrier industry. 
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Seattle: President E. L. Blaine, Jr., 
was guest of honor at the September 
meeting of the Seattle Credit Women’s 
Club. He spoke on the highlights of his 
recent trip. 

Several members of the Tacoma Credit 
Women’s Club traveled up to Seattle for 
the meeting. 


Chicago: This fall marks the 20th 
birthday of the Credit Women’s Club of 
Chicago. The Club has grown from a 
small group of 25 interested and ambi- 
tious credit women to an active member- 
ship of 135. The first president was 
Josephine Hunt, and eleven of the orig- 
inal group are still members of the Club 
today. 

The Chicago Club has played an active 
part in Association affairs. Four of the 
members have served as Director, at 
least one member is on each committee, 
and last year the membership plaque 
given by the NACM was awarded to the 
Chicago Club for securing 53 new mem- 
bers. 


St. Paul: The St. Paul Credit Wom- 
en’s Club held its first meeting of the 
year last month, at which the newly- 
elected officers were installed. 

Among the guests were Georgie Ander- 
son, President of the Minneapolis group 
who discoursed briefly on the plans and 
merits of the coming conference, and 
Florence Armstrong, who gave a most 
convincing talk on the aims and purposes 
of Credit Women’s Groups as a whole. 
Finally Blanche Scanlon, Chairman of the 
National Credit Women’s Executive Com- 
mittee, made some timely remarks. 


Louisville: The Credit Women’s Group 
of Louisville held its monthly meeting 
on September 25 at the Kentucky Hotel 
Sam Adkins, assistant Sunday editor of 
‘the Louisville Courier Journal, was the 
speaker. Mr. Adkins was one of the 
War Correspondents who covered the 
Normandy Coast Invasion. He also went 
to the South Pacific on the Bikini Atom 
Bomb Expedition. 

Two scholarships were awarded at this 
meeting. 


Bridgeport: The Bridgeport Credit 
Women’s Group held a rummage sale on 
September 14. Proceeds from the sale 
were devoted to charitable institutions. 
President Anna May Dean is planning 
to attend the Credit Women’s Conference 
at Minneapolis. 


Denver: The Credit Women’s Club of 
Denver held the September 23 meeting at 
the Oxford Hotel. The guest speaker, 
Mr. Harold Spitzer, spoke on the Bulk 
Sales Law. 


Atlanta: The Atlanta wholesale Credit 
Women’s Group held their regular monthly 
meeting on September 9 at the Silver 
Room of the Ansley Hotel. The meeting 
was called to order by President Helen 
Gunn, John Sexton and Company, and 
the guest of honor was Frank S. Smith, 
new Executive Manager of the Georgia 
Association of Credit Men. 
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Picture shows some of the Officers and Guests at the September meeting of the 
Seattle Credit Women’s Club. First Row (Left to Right): Mrs. Fern Almquist, 
President, Tacoma Credit Women’s Club; National President E. L. Blaine, Jr.; 
Miss Martha Brune, President, Seattle Credit Women’s Club; Richard L. Turner, 
President, Tacoma Credit Men’s Association. Second Row: Inez Watts, Secretary, 
Seattle Credit Women’s Club; M. J. Davies, Secretary-Manager, Tacoma Credit 
Men’s Association; Mrs. Edna Wylde, Novelty Mill Co.; R. H. Lamont, President, 
Seattle Credit Men’s Association; Elma Hanson, Vice-President, Seattle Credit 
Women’s Club, and C. P. King, Secretary-Manager, Seattle Association of Credit 


The Group awarded a scholarship to 
Mrs. Irene Ramsey, of Tripod Paints, 
Inc., for the course in “Credit and Com- 
mercial Laws” sponsored by the Atlanta 
Chapter of the National Institute of 
Credit. The speaker for the evening was 
Mr. H. G. Mitchell, of the Better Business 
Bureau, whose subject was “How to 
Avoid Financial ‘Booby Traps’ ”. 


Cleveland: The Cleveland Credit 
Women’s Club got together for their 
first business meeting since June in the 
Spanish Room of Hotel Carter on Sep- 
tember 10th. Forty of the members were 
in attendance. 

Movies covering Ohio Congressman 
Frances Bolton’s trip to the war-devastated 
countries as a member of the Congres- 
sional Investigation Committee were 
shown; being personally narrated they 
were most interesting as well as enlighten- 
ing. 

The Cleveland women are proud that 
their own Lucy Geib Killmer was 
appointed Vice-Chairman of the National 
Credit Women’s Executive Committee, at 
the recent National Conference in French 
Lick, Indiana. 


Los Angeles: The Credit Women’s 
Club of the Los Angeles Credit Manager’s 
Association held its first meeting of the 
new fiscal year at the Clark Hotel on 
September 9. The guest speakers were 
Mr. L. J. Ashby, the newly elected presi- 
dent and Mr. A. D. Johnson secretary- 
manager. 

Marjorie Wright, who was to have 
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been installed as the new President of 
the group, was unfortunately forced to 
resign owing to ill-health. Edith M. 
Paonessa was elected President in her 
place. 


Boston: A meeting of members of the 
Executive Committee and Committee 
Chairmen of the Boston Credit Women’s 
Association met Wednesday, September 
14th at the home of Gladys Johnson, 
Publicity Chairman. 

Extensive plans were made for an 
interesting and constructive series of meet- 
ings to start this month. 


Pittsburgh: Due to the power strike, 
the Pittsburgh Credit Women’s Club was 
forced to postpone its meeting scheduled 
for September 25. This meeting was held 
on Wednesday evening, October 2, at the 
Congress of Clubs and they were fortu- 
nate in again being able to secure Mr. 
Charles F. Ackenheil for the 2nd. As- 
sociation members were invited to hear 
Mr. Ackenheil speak on “There’s 
Another Side to Pittsburgh.” 


St. Louis: September saw the 1946-47 
year of the St. Louis Credit Women’s 
Group get off to a good start. Miss 
Eureka J. Scott, Christian Peper Tobacco 
Co., the new president,.was in the chair, 
and the guests of the evening were R. C. 
Gordon, President, and A. E. Fisher, Sec- 
retary of the St. Louis Association of 
Credit Men. Mr. Gordon’s talk, “Women’s 
Future in Credit”, was very well received. 


CREDIT AND FINANCIAL MANAGEMENT, (October, 1946 





erers Gre wes SOs WO 


Utica: The September. meeting of the 
Utica Credit Women’s Group was held 
on the 19th at the Hotel Utica. Miss 
Edna Winsborough spoke on the history 
of the New York Stock Exchange. 

All members of the Board of Officers 
have been re-elected for the coming year. 
They are Miss Eleanor Henry, President ; 
Miss Edith Judkins, Vice-President; 
Miss Irene Foxenberger, Treasurer and 
Miss Gertrude Somers, Secretary. 


Birmingham: The September meeting 
of the Birmingham Wholesale Credit 
Women’s Group was held recently at 
the Molton Hotel, with Miss Shirley 
Harris of Lamson & Sessions Co., pre- 
siding. 

Dr. Louise Branscombe was guest 
speaker and told of her war experiences 
in Europe. After the business meeting, 
A. W. Darby, secretary of the Alabama 
Association of Credit Men, discussed the 
program of study for credit management 
being held at the University Center of 
Birmingham. Mrs. Juanita Nethery, 
S. & L. Garment Co., was announced 
winner of the annual scholarship award 
which is sponsored by the group. 


Buffalo: The Credit Women’s Club of 
Buffalo held their first Fall meeting on 
Wednesday evening, September 11, at the 
Park Lane, having as their speakers for 
the evening Mr. Ira D. Johnson and Mr. 
Richard D. Strickland, Secretary-Manager 
and President respectively of the Credit 
Men’s Association of Western New York. 


Kansas City Organizes 
New Research Committee 


Kansas City : The Kansas City Associa- 
tion of Credit Men has for the first time 
organized a Research and Survey Com- 
mittee. 

The purpose of this committee is to 
make periodic surveys on subjects pertain- 
ing to credit and to report their findings 
to the Association membership. The aim 
of the committee is to furnish current in- 
formation valuable to the Credit Execu- 
tive in solving credit problems and in for- 
mulating future policies. 


Louisville Mrbmiitinaiad 
Membership Climbs to 
One Thousand Mark 


Louisville : The Louisville Credit Men’s 
Association realized a cherished dream 
last month when it enrolled its thousandth 
member. Membership Chairman Herman 
Kessler announced with pride that 108 
members had been added to the 892 of 
August 31, 1945. Such a large member- 
ship in a city of approximately 400,000 
souls is worthy of no little praise. 

Arrangements are now complete for the 
Louisville Association Membership Din- 
ner Meeting on October 16. The guest 
speaker will. be Louis J. Alber of Cleve- 
land, and his subject will be “Behind the 
Soviet Iron Curtain”. 


International Credit 
Conference to Be 


Held in New York 


New York: Through the cooperation 
of the Foreign Trade Committee, headed 
by Mr. A. H. Mader of American Chicle 
Company, the Credit Education Commit- 
tee, headed by Mr. E. T. Dugan of Wil- 
liam Iselin & Co., Inc., and the New York 
Chapter, National Institute of Credit, the 
New York Credit Men’s Association is 
planning an International Credit Con- 
ference Day. This grows out of a survey 
of the New York Membership taken by 
the Foreign Trade Committee last year 
which: indicated a widespread interest on 
the part of local credit executives who 
desire to learn something about foreign 
credit checking methods, because their 
firms are either now exporting goods or 
expect to do so. 

With Philip J. Gray, Manager of the 
Foreign Credit Interchange Bureau as 
consultant, a program of speakers start- 
ing in the morning, with luncheon, and a 
continued program of speakers in the 
afternoon, covering one entire day, is 
being worked out and details will be an- 
nounced shortly. 


New York CMA Seeks 
Place of Insurance 
In Accountants’ Audits 


New York: To determine the answer 
to the question of the function of an ac- 
countant so far as insurance is concerned, 
the insurance committee of the New York 
Credit Men’s Association will be asked 
to pose the question to members of the 
New York State Society of CPA’s. The 
object is not to load more work upon 
the accountant, but rather to find out 
what the average accountant does, if 
anything, about determining insurance 
coverage during the course of the audit, 
so that the credit man may know whether 
this is one of the accountant’s routine 
functions or not. 

Alfred Rothschild, of the Weiss & Klau 
Co., is the newly appointed Chairman 
of the Association’s Insurance Commit- 
tee. 


Toledo Starts Forum 
Programs with Debate 
On Order Approval 


Toledo: The Toledo Association of 
Credit Men held a forum on September 
26, at which the subject of Approval of 
Orders was discussed by a panel of 
experts, consisting of H. C. Littrell, 
Fiske Bros. Refining Co. J. A. Livi, 
Surface Combustion Co., A. J. Sodick, 
Electric Auto-Lite, and R. B. Wright, 
Westinghouse Electric Supply Company. 
The Moderator was R. C. Ward. Each 
member of the panel spoke for five min- 
utes. They then questioned each other 
and answered questions from the floor. 
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Dr. Swisher Talks 


To Baltimore Group 
On Supreme Court 


Baltimore: The Baltimore Association 
of Credit Men held its first monthly 
business meeting of the current season 
on Tuesday evening, September 24, at 
the Stafford Hotel. Mr. Arthur L. 
Franklin, President, presided and the 
meeting was addressed by Dr. Carl B. 
Swisher, Professor of Political Science 
at Johns Hopkins University, on the sub- 
ject of The Supreme Court of the 
United States. Dr. Swisher stated that 
due to its lack of drama as compared with 
that of other institutions, the American 
public has a distorted conception of the 
Supreme Court. He pointed out that the 
Supreme Court represents the final poise 
of the Constitution. It must look back to 
the Constitution and act as a check to 
changes in Gevernment activities. Dr. 
Swisher praised the present members of 
the Court as men of outstanding mental 
ability, but regretted that certain of them 
seemed to lack humility which is a quality 
found in all really great men. 


Frank S. Smith Takes 
Over Atlanta CMA 


Atlanta: The Atlanta Association of 
Credit Men has appointed Frank S. Smith 
to the post of Executive Manager. 

Mr. Smith, a native of Virginia, was in 
the Army for about five years; before 
that time he was connected with the 
American Discount Company, specializing 
in the selling field. Mrs. Carmen Dobbs 
will continue as Secretary of the Atlanta 
Association. 


Toledo Appoints Russell — 
Melone New Manager 


Toledo: Russell Melone has been ap- 
pointed Manager of the Toledo Associa- 
tion of Credit Men, succeeding Mr. O. E. 
Johnson. Mr. Johnson, who is leaving 
to accept the position of Manager of the 
Credit Bureau of Canton, Ohio, has made 
a host ‘of friends in the Association, and 
will be sorely missed. 

Mr. Melone is well versed in Associa- 
tion work, having received his training 
at the Des Moines Association under the 
tutelage of Mr. Don Neiman. 


Third Golf Tourney of 
Year Held at Chicago 


Chicago: The annual all-day outing of 
the Chicago Association of Credit Men 
was held at the Mt. Prospect Country 
Club on Saturday, September 21. There 
was golf during the day, bridge for the 
ladies during the afternoon, dinner in the 
evening and dancing until midnight. 

This is the third golf tournament this 
year, the other two being held at Navajo 
Fields Country Club in July and at Mt. 
Prospect Country Club in August. 
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Leo M. Cherne Addresses 
N. Y. Luncheon Meeting 


New York: Leo M. Cherne, executive 
secretary of the Research Institute of 
America, was the speaker at the fall 
luncheon forum of the New York Credit 
Men’s Association on Tuesday, September 
24. 

Mr. Cherne, who spoke on the “Second 
Year of Peace”, analyzed the adjustments 
which business will have to make in view 
of the growing tensions at home and 
abroad. He is widely known as the 
author of “Adjusting your business to 
war” and “The rest of your life”. Earlier 
in the year he was selected by the War 
Department to revise the Japanese tax 
system. 

(See Page 23) 


New York Adjustment 
Bureau Re-elects Board 


New York: All officers of the New 
York Credit Men’s Adjustment Bureau, 
Inc., have been re-elected by the board 
of directors. H. P. Reader of Cannon 
Mills, Inc., is President; A. James Mill, 
of Mill Factors Corp., Vice-President ; 
Robert R. Jacobs, of Shapiro Bros. 
Factors Corp., Treasurer; and Raymond 
Hough and Mortimer J. Davis of the 
New York Credit Men’s Association, Sec- 
retary and Assistant Secretary-Manager 
respectively. 


St. Louis Opens Season 
With Get-Together Party 


St. Louis: The September Party and 
get-together of the St. Louis Association 
of Credit Men was held on Saturday, 
September 21, at the Coronado Hotel. 

The Association officers spoke briefly 
about the future plans for membership, 
programs and other activities. After- 
wards the members and guests danced 
till one a. m. 


New York Credit Men 
and Accountants Confer 
on Revising Booklet 


New York: The Committee on Co- 
operation with CPA’s will confer with a 
similar Committee of the New York 
State Society of CPA’s for the purpose 
of deciding whether the booklet “Financial 
Statements—Minimum Requirements for 
Credit Purposes,” issued by the New 
York Credit Men’s Association in 1940 
should be revised and re-issued. In the 
revision it is planned to add much ex- 
planatory material so that credit grantors 
in any line of business can use this book- 
let to bring to the attention of customers 
tte advisability and necessity of issuing 
statements, and the scope of audit to be 
covered by the accountant. 

A subcommittee will make a study of 
the possibility of standardizing certain 
items now appearing in financial state- 
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ments to make them more uniform in 
title and form of presentation. 

Discussion will also center around the 
advisability of asking the accounting pro- 
fession to adopt a standard size of finan- 
cial statement audit report to fit the ordi- 
nary filing cabinets used in most credit 
offices. 

This committee is headed by L. H. 
DeVries of McCampbell Co. Samuel 
Gartner of American Molasses Company 
is Vice-Chairman. 


Changes in Financial 


Reports May Follow 


PublicOpinionSurvey 


A scientific analysis of the 
general public’s attitude to- 

M ward business accounting— 

and especially toward an- 
nounced profits and the methods of 
computing them—is being under- 
taken by controllers of business con- 
cerns in the United States, under a 
grant from the Controllership 
Foundation. The survey is being 
conducted by Opinion Research Cor- 
poration, Princeton, N. J. It is the 
first project to be undertaken by 
the Foundation, which was organ- 
ized and incorporated in 1944 as the 
research arm of the Controllers In- 
stitute of America. 

Selection of this subject—‘‘The 
degree of acceptance by the public of 
the figures of business accounting” 
—by the trustees of the Foundation 
followed a closed study of the prob- 
lems now confronting the finance of- 
ficers of American corporation, ex- 
plained Daniel J. Hennessy, vice 
president of the Jamaica Water Sup- 
ply Company, Jamaica, Long Is- 
land, president of the Foundation 
since its inception. 

“Statements of company earnings 
no longer go only to stockholders,” 
Mr. Hennessy explained. “They 
are now distributed to employees, 
governmental agencies, libraries, col- 
leges and universities, teachers and 
many others as well—a result of the 
changes which have occurred in our 
political and social structure during 
the past two decades. Controllers, 
being the men responsible for - the 
form and content of financial re- 
ports, are anxious to know whether 
their statements are meeting the 
needs of this expanded audience, 
as well as those of the companies 
involved. 

“Tt is the hope of the Foundation’s 


trustees,” Mr. Hennessy continued 
“that this survey will disclose ex. 
actly what the public wants to know 
about business, over and above the 
information which has previously 
been revealed in financial reports. 
We hope it will show whether o1 
not the public accepts the authentic 
ity of the figures published, and 
if not, what can be done to make 
such information more acceptable. 
Finally, we hope to learn whether 
or not the public understands busi 
ness reports. If not, the controllers’ 
problem is one of making such facts 
and figures understandable. 

“In other words, this survey was 
authorized to determine whether the 
problem of communicating the facts 
about business to the public is one 
of lack of faith in the reliability of 
figures, or whether inability to un- 
derstand such figures constitutes the 
major stumbling block. 

“Opinion Research Corporation is 
undertaking to find out, by personal 
interviews. Pilot tests, consisting 
of questions designed to lay the 
groundwork of the survey, have 
been in progress for two months, 
under the direction of Dr. Claude 
Robinson. The public’s attitude to- 
wards apnounced profits and _to- 
wards methods of figuring them is 
to be explored. Results so far show 
that the average man’s conception 
of business profits is little short of 
fantastic.” 


Credit manager, mature, possessing recent addi- 
tional experience in collections, sales, personnel 
and office management, seeks position. Excellent 
background in executive duties. Highest char- 
acter and business credentials. Summary of 
employment sent on request. Box O-5, Credit 
and Financial Management. 


CREDIT MANAGER. Six years volume 
manufacturing and wholesale Credit and Col- 
lection Management experience. Also practical 
experience and training in sales, office manage- 
ment. accounting, advertising and all phases 
of office work. Thirty- three. Married. Willing 
to locate anywhere in country. Now employed 
but desires position with permanent future and 
responsibility. Box O-4, Credit and Financial 
Management. 


Credit Executive—College graduate—Associate— 
National Institute of Credit. 19 years experi- 
ence in wholesale, retail and installment credits 
and collections—handling personnel. Now em- 
ployed by national company brt Present position 
doesn’t afford sufficient opportunity for expan- 
sion. Box 0-3, Credit and Financial Manage- 
ment. 


Executive with 25 years experience in both 
Domestic and Foreign operations and_ with 
sound backereund of sales and finance adminis- 
tration—widely traveled—valuable connections— 
seeks position in East or Mid-West in Domestic 
er Export fields. Highest references—available 
shortly. For further details please write Box 
0-2, Credit and Financial Management. 


Executive with 30 vears experience in_ sales, 
merchandising, and financing offers representa- 
tion in the Central Northwest, (Minn.—N. D. 

S. D.—Wis.—Iowa—Neb.—Il.) to Manufactur- 
ers desirous of developing this territory. _Has 
ample financing and valvable contacts. Guar- 
antees aggressive representation — finest refer- 
ences. For further details please communicate 
with Rox 0-1, Credit and Financial Managemert. 
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National Officers 


(Continued from Page 30) 


istri — (Minnesota, Wisconsin, 
District X North Dakota and South 
Dakota) 


John E. Ledbetter 
Northrup King & Company 
1500 Jackson, N. E. 
Minneapolis, Minnesota 


District XI — (Nebraska, Kansas and 
lowa) 


Dewey Melvin 

Keefner Concrete & Material Co. 
822 9th Street, S. W. 

Des Moines, Iowa 


Walter Sprengel 
Paxton & Gallagher Co. 
9th and Jones Streets 
Omaha 8, Nebraska 


Wichita, Kansas 


District XII —(7exas, New Mexico and 
Arizona) 


Rudolph G. Zepeda 
Valley National Bank 
Phoenix, Arizona 


District KITE —(Calforaie,, Nevede, Utah 
Fred J. Carpenter 

National Supply Co. 

P. O. Box 28 

Torrence, California 


Ramsey Probasco 
Probasco & McClean 
Central Bank Building 
Oakland, California 


J. H. Barton 

Electrical Supplies Distributing Co. 
435 Second Avenue 

San Diego, California 


J. A. Walker 

Standard Oil Co. of California 
225 Bush Street 

San Francisco California 


Forest S. Walden 

Strevell Paterson Hardware Co. 
126 S. W. Temple 

Salt Lake City 10, Utah 


i i (Washington, Oregon, Ida- 
District XIV ho, Montana and Wyoming) 


Mr. E. B. Cooper 
Marshall-Wells Company 
Portland, Oregon 


F. E. Clyde 

The Paraffine Companies Inc., 
2226 Third Avenue 

Seattle, Washington 

Mr. Carl O. Panks 

c/o Tacoma Feed Company 
224 Puyallup Avenue 

‘facoma, Washington 


Adjustment Bureau Executive 
Committee 


George H. Nippert (Chairman) 

The Procter & Gamble Distributing Co. 
53 W. Jackson Blvd. 

Chicago 4, III. 


Fred S. Bennett 
The Aluminum Cooking Utensil Co. 
New Kensington, Pa. 


Frank A. Dudley 
General Grocery Co. 
45 S. E. Ash St. 
Portland 14, Ore. 


Mortimer J. Davis, Asst. Secy. & Mgr. 

New York Credit Men’s Adjustment 
Bureau, Inc. 

354 Fourth Avenue. 

New York 10, N. Y. 


J. K. Scoggan, Treas.-Megr. 
Louisville Credit Men’s Association 
320 West Main St. 

Louisville, Kentucky 


Lawrence Holzman, Exec. Secy. Mer. 
San Diego Wholesale Credit Men’s Assn. 
Orpheum Theatre Bldg. 

San Diego 1, Calif. 


Credit Women’s Executive 
Committee 


Chairman 

Blanche Scanlon 
Nash Coffee Company 
1330 N. E. Quincy St. 
Minneapolis, Minn. 


Vice Chairmen 
Marjorie Jennings 
Atlanta Oak Flooring Co. 
920 Gienwood Ave. S. E. 
Atlanta, Ga. 


Lucy Geib Killmer 
Guarantee Specialty Mfg. Co. 
E. 96th St. & N Y. C. R. R. 
Cleveland, Ohio 


Lelia Rawalt 

The Merchants Biscuit Co. 
Walnut at 9th St. 

Denver, Colo. 


Alta Robinson 

Detroit Oxygen & Acetylene Co. 
6535 Russell St. 

Detroit 11, Mich. 


Marian R. McSherry 
Schenley Distillers Corp. 
350 Fifth Avenue 

New York, N. Y. 


Mary M: Pearson 
Westcott & Thomson Inc. 
109-115 N. 11th St. 
Philadelphia 5, Pa. 
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Mrs. Marion Fallon 
The Haloid Co. 
10 Haloid Place 
Rochester, N. Y: 


Florence Armstrong 

Minneapolis Honeywell Regulator Co. 
2753 Fourth Ave. So. 

Minneapolis, Minn. 


Elma Hanson 

Blake, Moffitt & Towne 
84 Atlantic 

Seattle 4, Wash. 


Retta Henderson 

Niles & Moser Cigar Co. 
922 Broadway 

Kansas City, Mo. 


Rita Robinson 
Mid South Oil Co. 
431 N. Dunlap 
Memphis, Tenn. 


Ruth C. Johnson 
Century Metalcraft 
4440 N. Clark St. 
Chicago 40, III. 


Rosa Basler 

F. D. Lawrence Electric Co. 
219 W. Fourth St. 
Cincinnati 2, Ohio 


Opal Stemmer 

Napa Oklahoma City Warehouse 
800 North Broadway 

Oklahoma City 2, Okla. 


Bess Marshall 
Paper Supply Co. 
450 Seaton St. 
Los Angeles, Calif. 


National Publications Committee 


Harry C. Jackson (Chairman) 
American Hardware Corp. 

P. O. Box 1324 

New Britain, Conn. 


R. Lynn Galloway (Vice-Chairman) 
Eastman Kodak Company 

343 State Street 

Rochester, New York 


George Daniel 
Horne-Wilson, Inc. 
Atlanta, Ga. 


Roy J. Wendel, 

Gordon & Ferguson, Inc. 
230 East 5th St. 

St. Paul 1, Minn. 


Allen W. Selby 
Chicago Daily News 
Chicago, IIl. 


Carl J. Daiss 
Wells Fargo Bank 
San Francisco, California 


Mrs. Freddie Botts Deissroth 
Coleman Lamp and Stove Co. 
Wichita, Kansas 
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Ralph Tremain 

Capital City Products 
West First and Perry Sts. 
Columbus, Ohio 


National Fraud Prevention 
Committee 


William G. Betsch, (Chairman) 
Wm. Iselin and Co., Inc. 
New York, N. Y. 


R. C. Kramer, (Co-Chairman) 
American Lady Corset Co. 
Detroit, Michigan 


Elmer T. Larson 
W. D. Allen Manufacturing Co. 
Chicago, Illinois 


Lester Prink 
J. P. Maguire & Co., Inc. 
New York, N. Y. 


Ray Shannon 
Weyenberg Shoe Manufacturing Co. 
Milwaukee, Wisconsin 


Canadian Institute 
Confers Honorary 
Degree on Heimann 


_ The Council of the Canadian Credit 
Institute at its annual meeting in Toronto 
on September 24 conferred upon Henry 
H. Heimann, Executive Manager of the 
NACM, the honorary degree of FCI 
(Fellow of the Credit Institute). 

This is the first time this degree has 
been awarded to any one other than a 
resident of Canada, and it is in recogni- 
tion of meritorious services rendered in 
the cause of credit and in consideration 
of the very valuable cooperation and as- 
sistance which Mr. Heimann and his as- 
sociates have afforded the Canadian Credit 
Institute. 

The institute is somewhat comparable 
to the National Institute of Credit, but 
they have the added advantage of being 
authorized by special Act of Parliament 
to award degrees to graduates of the In- 
stitute who have completed their courses 
and are able to supply evidence of a cer- 
tain period of practical experience in a 
credit office. 


Credit For 
Small Business 


(Continued from Page 15) 
ized “to make loans to any busi- 
ness enterprise when capital or 
credit at prevailing rates for the 
character of the loan applied for is 
not otherwise available.” This lend- 
ing project goes far beyond that. 
There is plenty of qualified legal 
opinion in this country which holds 
that large-scale promotion of credit 
extension to business on the part 
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of the R. F. C. even by the indirect 
device of underwriting the loans of 
banks on a mass basis was not 
authorized. 

This automatic blanket guarantee 
arrangement does violence to the 
spirit of the legal limitations in 
both the federal and state banking 
laws on the amount that a bank may 
lend to any one borrower. These 
legal limits were written into the 
laws for the specific purpose of pro- 
tecting depositors of banks from the 
consequences of excessive lending. 
While during the war the portion of 
war purpose loans guaranteed by the 
government was exempted from 
these legal limits there is serious 
question as to whether the extension 
of this exemption to peacetime loans 
can be justified. 


Danger of Credit Inflation 


It is an encouragement of loose 
lending, and its effect will be to 
inflate the credit structure. It is 
as unnecessary as it is unsound 
since the banking system already has 
the machinery to do the job through 
proper, effective, and legal channels. 

I know that field agents of the 
R. F. C. are out calling on bankers 
trying to persuade them to sign this 
agreement. A number have signed 
under protest. Others have signed 
without protest, thinking it a good 
deal for them and their stockholders. 

It may look like an attractive deal. 
“Avoid risks; increase profits’”—is 
a very seductive slogan. But every 
banker who signs this agreement is 
playing into the hands of the ene- 
mis of chartered banking. As Wil- 
liam A. McDonnell, chairman of the 
A. B. A. Bank Management Com- 
mission, has so well said, “Here we 
have an opportunity to sell our 
birthright for a mess of guarantee.” 

If the R. F. C. should be success- 
ful in attaining its goal of signing 
up 10,000 banks to its automatic 
guarantee agreement, how long do 
you suppose the American people 
will sanction the continuing of char- 
tered banking? The only reason 
banks have for existing is that we 
accept risks, appraise them intel- 
ligently, charge accordingly, and set 
up proper reserves against them 
thus insuring our loans as we make 
them. When we get away from 
these principles we have no right 


to call ourselves bankers. 

Benjamin Franklin once said that 
those who give up essential liberty 
in order to secure a little safety de- 
serve neither liberty nor safety. 

Next year Congress will hold 
hearings, investigating the R. F. C., 
while considering the question oi 
whether or not its life should be 
extended. Those bankers who are 
using this instrument and making 
profit out of it, should be ready to 
defend it and themselves with good 
answers, and especially be prepared 
on the point of the possible violation 
of federal and state laws regarding 
the size loan a bank can make to any 
one borrower. 

It was significant to me that Con- 
gress gave the R. F. C. only six 
months to live after the Senate had 
first passed a bill extending its life 
for five years, It has been my ob- 
servation that the present Congress 
is not disposed to look with favor 
upon Government agencies that play 
wild and loose with government 
funds. 

1. We believe it will encourage 
loose lending practices and be a 
contributing factor to credit infla- 
tion. Officials of the Federal Re- 
serve System have said that the 
banks, even without the use of this 
instrument, must be careful of credit 
inflation. This agreement with the 
R. F. C. superimposes another in- 
flation threat on those we already 
have. If the government is serious 
about the threat of credit inflation, 
it should discontinue the use of such 
devices. 

2. It throws an additional liabil- 
ity on the government which already 
is over-burdened with financial re- 
sponsibilities and liabilities. 

3. If the government is going to 
assume three-fourths of the risks 
for bankers at a small fee, why 
should it not extend the practice to 
retailers and manufacturers, and also 
assume three-fourths of their risks? © 
Why not socialize the whole econ- — 
omy? _ @ 

4. The plan was.announced for 
the purpose of being of “assistance 
to business in reconverting from a | 
wartime to a peacetime economy.” 
Since reconversion has been com- 
pleted, the guarantee should be 
withdrawn. 

5.‘We question the authority of 
the R. F. C. to so obligate itself. 
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